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We're not just bigger... 
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Our leadership in the forest products industry is more 
than just a matter of size. It’s the result of the combined 
efforts and talents of the individuals who make up Abitibi- 
Consolidated, a group of dedicated people working together 
towards a common goal. We now have the industry’s best 
and brightest teaming up throughout the organization, 
expanding the scope of our expertise and creating a powerful 
driving force to stay ahead of the pack in the years to come. 


Gilbert Déziel Amy Schwarzbach 
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2000 


2001 


» The $7.1 billion acquisition of Donohue Inc. and the ongoing integration process © The resuiting 
run rate of $168 million at the end of the year in cost saving synergies ® The sale of the Chandler, 
Québec mill and the signing of a letter of intent in early 2001 to sell our Wayagamack mill in 
Trois-Riviéres, Québec * The closure of high-cost, excess newsprint capacity, including our entire 
130,000 tonne West Tacoma, Washington newsprint mill and a 110,000 tonne machine at Lufkin, 
Texas © We also closed several value-added machines — one at Wayagamack (50,000 tonnes), one at 
the Kénogami mill in Jonquiére (45,000 tonnes) and one at Lufkin (70,000 tonnes) @ These closures 
allow for 70,000 tonnes of value-added production to replace newsprint at our Kenora, Ontario mill ® 
At the end of 2000, forest management systems covering nearly 10 million hectares of woodland under 
our care had been certified ISO 14001. We paid down $400 million of debt since the Donohue 
acquisition ® We launched our new Equal Offset™ brand, offering a true value-proposition for our cus- 
tomers printing inserts, flyers, specialized directories or books ® We've taken another step towards 
preferred customer service, implementing a customer service web site where the status of any pend- 
ing orders can be checked via the Internet. 


» To improve earnings and cash flows in order to lower our overall debt by an additional $800 

million in 2001 © To complete the remainder of the 400,000 tonnes of high-cost newsprint 
capacity rationalization, announced at the time of the Donohue acquisition, by the end of 2001 
» To reach an annualized synergy run rate of at least $250 million in cost savings before 2002 
» To limit our capital expenditures to 50% of depreciation, or approximately $300 million, excluding 
$100 million for completion of the Lufkin, Texas SCB machine project © Softwood Lumber — Return 
to profitability in the US through free market access ® To complete the sale of the Wayagamack and 
Port-Alfred mills in the best interest of both the Company and the communities ® To complete the 
process of re-branding our various grades of value-added groundwood papers, with an eye on 
positioning our products to reflect customer needs © To continue advancing with our e-business 
plans, implementing the next phase of supply chain efficiencies. 


Year ended December 31* 


HIGHLIGHTS 
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=, FINANCIAL SUMMARY 
U (in millions of Canadian dollars, except per share amount) 
Zz Net sales $5,677 $2,484 $2,296 
S Operating profit 1,004 372 484 
oe = Net earnings 367 216 e229 
a . Cash flows from operating activities 1,192 375 426 
NODULES SE ASE. a ean ea a B28 ee 2 19 
PER COMMON SHARE : 
Earnings and fully diluted earnings 0.96 0.86 0.93 
Cash flows from operating activities 3.11 coil 1.72 
Dividend declared 0.36 0.24 0.22 
EOS ONES RES EAs a te A ele ee Lees re ial Neer ieee 
FINANCIAL RATIOS 
Return on shareholders’ equity 14.7% 18.0% 
Net debt to total capitalization 0.46 0.46 


Operating profit to net sales 


SHARES OUTSTANDING (in millions) 


At year end 440 250 249 
ste ee cee oe leak PEROUEL-AGRY ice Shines aoc 
SHIPMENTS : 

Newsprint” 4,667 2,275 1,848 
Value-added paper and market pulp" 1,739 614 571 
Lumber” 1,828 1,476 1,325 


(1) in thousands of tonnes 
(2) in millions of board feet 


Net sales - Net earnings Earnings per share Return on 
: shareholders’ equity 
ee 22.3% 
5,677 367 ) 
0.82 sae f9 18.0% 
229 0.63 
198 ae 

2,296 2,484 155 
1,638 1,745 = 
96 97 98 99 2000 96 97 98 -99 2000 96 97 98 99 2000 96 97 98 99 2000 


All financial data prior to April 18", 2000 represent the results of Donohue Inc. only and results of operations and assets of Abitibi-Consolidated Inc. are included 
in the financial statements only from that date. 
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John W. Weaver 


President and Chief Executive Officer 
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A Milestone Year 

The Year 2000 was one in which Abitibi-Consolidated hit 
its targets, gained financial strength and positioned itself 
as a global market leader. We are now among the lowest 
cost producers of newsprint and uncoated groundwood 
papers and, as such, a prime beneficiary of solid market 
fundamentals. 


It was the year in which our size and scope were dramatically 
reshaped through the acquisition of Donohue. Maximizing the 
value of such a major transaction depends in large part on the 
strength of the assembled team, so decisions were immediately 
made to integrate new people into all levels of the Company, most 
importantly into senior positions. Our core value of ‘continuous 
improvement’ was challenged through the constant evaluation of 
people, policies, practices and production facilities. The exercise 
resulted in a cross-pollination which today offers proof that the 
whole is, indeed, much stronger than its parts. 

We also established aggressive annual synergy targets 
totaling $250 million over a two-year period. At an annualized run 
rate of $168 million in the fourth quarter of 2000, we were well 
ahead of schedule and, as I write this letter, we’re more confident 
than ever of reaching our target before year-end. 
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All together, in 2000 and the first quarter of 2001, we removed 
more than half of our previously stated, 400,000 tonne goal from the 
market by closing a machine at Lufkin, Texas as well as our entire West 
Tacoma,.Washington newsprint mill. Several value-added machines 
were also shut down in 2000 at Kénogami, Wayagamack and Lufkin. 


/ 


It was a year in which management's aspire to stay focused was tested ona oo : 
levels. But we continued to forge ahead with cost reductions, rationalization of high-c d 
capacity and the capture of synergy Baye At the end of the day, we weren't dist eh | 
and our efforts paid off. + 


a fet . 


| Dan Perkins | ca ele Vachon 
| Sanioe Vice- Presidlant and | | Senior Vice- presidente 
[het Financial Officer | Corporate Affairs and Secretary 
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The balance of our rationalization commitment will be com- 
pleted in 2001 without impacting our customers. This, plus cost 
savings and other efficiency initiatives at the operational level, 
allowed us to extract additional efficiencies out of a new and ratio- 
nalized portfolio of assets. All this, despite escalating energy prices 
which impacted our costs by $9 per tonne compared to 1999. 

It was a year in which all our short-term priorities were met 
or exceeded: I’ve already mentioned our synergy achievements; our 
debt load was reduced by $400 million since the acquisition; for- 
est management systems covering nearly 10 million hectares of 
woodland under our care were certified ISO 14001; we launched 
Equal Offset™, a new offset substitute offering a true value propo- 
sition to the commercial printer; we sold the Chandler mill and 
signed a letter of intent to sell the Wayagamack mill as well; and we 
established an e-business platform, beginning with an online track- 
ing system for customers. 

It was a year in which management’s efforts to reshape the 
Company were seen and felt by all stakeholders. With a doubling of 
sales and assets and an operating profit that exceeded a billion dol- 
lars, we posted net earnings of $367 million or 96 cents per share. 


2001 and beyond 

This year begins with cautious optimism. We expect to benefit 
from lower but still positive growth in the US and realize the full 
impact of price increases on all of our paper grades implemented in 
2000. The projected market figures remain strong and we expect 
a firm environment for both newsprint and value-added paper 
products. Going forward, we will build upon our successes and 
continue improving your earnings and cash flows to solidify our 
leadership position. 

We don’t expect significant recovery in our lumber markets 
during 2001, but the recent lowering of interest rates in'the US is 
a positive sign. We will continue to monitor and address supply 
imbalances. 

Once again, we have set some aggressive targets for 2001, 
with specific focus placed on three priorities: 


1- We are committed to improving the Company's financial position, further lowering our 


debt by $800 million in 2001. 


' 2- By staying focused on manufacturing costs, SG&A and distribution expenses, we 
intend to capture the balance of the remaining synergies from the Donohue acquisition 
and make good on our $250 million commitment before the end of the year. 


3- We will rationalize the balance of the 400,000 tonnes of high-cost, newsprint capacity 
before 2002. 


| Dave Schirmer 


| Senior Vice-President, 
| Value-Added Paper Sales 


| Senior Vice-President, 
/ North American Sales 


Senior Vice-President, 
| International Sales 


Better 


A new priority arose on February 13", 2001, the day we reached a 
settlement with the Canadian Competition Bureau with respect to 
the Donohue transaction. At the heart of the agreement is the 
eventual sale of our Port-Alfred newsprint mill, located in Ville de 
La Baie, Québec. Though we didn’t want or expect it, the sale will 
provide us with proceeds to pursue various alternatives, including 
acquisitions and further debt reduction. 

In this era of increased expectations, Abitibi-Consolidated 
has, and will continue to raise the bar. We understand that being pre- 
ferred in the eyes of our customers, our shareholders, our employees 
and their communities is completely dependent upon the efforts and 
contributions of all 18,000 men and women who make up our 
worldwide team. 

The people you will meet in this report are leading the way 
in pulp, paper and lumber manufacturing thanks to a broad network 
of knowledge and resources that will redefine how forest products 
are used. 

2000 was a milestone year for a new Abitibi-Consolidated. 
We have learned to grow stronger from both the cultural differences 
as well as the similarities presented by the integration of Donohue. 
We are making decisions faster and exchanging ideas faster, all with 
greater flexibility and for the benefit of all our stakeholders. 


WE'RE NOT JUST BIGGER... WE'RE BETTER. _ 


fe ee ene 
| Denis Jean era a Alain Grandmont ar 


Li | John W.Weaver 


| Senior Vice-President, | Senior Vice-President, President and Chief Executive Officer 
| Northern Newsprint Operations | Value-Added Paper Operations February 20”, 2001 
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Synergy 


We have set a synergy cost savings objective of $250 million 
to be achieved over the two-year period following the 
acquisition of Donohue. 

The synergies do not include improvements due to 
geographic and/or product mix. 

The way we track our synergies is by comparing actual 
costs in a given quarter to those of the reference period 
(generally the first quarter of 2000 — the last full quarter 
immediately preceding the acquisition of Donohue). | 


The following activities‘are tracked as part of our synergy program: 


* Manufacturing (newsprint, value-added papers, market pulp) 
- Selling, general and administrative expenses (SG&A) wh 
* Freight 
* Lumber 


- Fibre supply (woodland operations, recycled fibre procurement) 


Ta rgets (in millions of Canadian dollars) 
April 2001 


April 2002 


Manufacturing $135 
SG&A $50 
Freight $30 
Lumber $20 
Others $15 
Achieved 
Q4 2000 
$168 
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cost savings 
program 


Freight: $36M 


SG&A: $32M | | Others: $11M 


Lumber: $6M 


Manufacturing: $83M | 


Total annualized run rate through Q4 2000: 
$168 Million 


All calculations are made against Q1 2000 costs except for SG&A synergies 
which are measured against the 1999 quarterly average. 


Impact of fibre and energy cost increases since Q1 2000 


$203 Million 
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ENVIR 


Our key environmental activities in 2000 were centred 
around rolling out the environmental, health and safety 
policy to a newly expanded network and updating our 
Environmental Management System (EMS) to include best 
practices from both former companies. All divisions will 
have the updated EMS implemented by the end of 2002. 


Abitibi-Consolidated’s EMS is based on the international certification 
standard ISO 14001. This has led many divisions to seek certification 
of their EMS. In 2000, Saint-Félicien and Kénogami, for instance, 
became the Company’s fourth and fifth mills to achieve ISO 14001 
certification. Several of the remaining paper mills and sawmills have 
started the process of certification. Our subsidiary, Manicouagan 
Power Company has also certified its operations to the ISO standard 
using the Canadian Electricity Association criteria. 


We're Canada’s Forest Certification Leader 


* 9.6 million hectares — The largest forested area with a registered 
ISO 14001 system in Canada. 


* Canadian sustainable forest management criteria is part of our 
ISO 14001 Forest Management systems. 


Our goal for 2002 is to have 16.6 million hectares, or our 
total managed landbase in Canada, associated with certified man- 
agement systems. 

Local ISO coordinators work together as an expanded 
team, learning from one another, and sharing information. Each 
eventually adapts and improves the previously registered system. 


Thor Thorsteinson Louis-Marie Bouchard | 
Senior Vice-President, Senior Vice-President, 
Woodlands and Sawmills 
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Not reinventing the wheel each time allows us to keep implemen- 
tation costs to a minimum. 

All the elements are in place to ensure our 2002 objective 
will be met, placing us among world leaders in forest management 
system certification. At the same time, our efforts are also focused 
on the challenge of achieving “mutual recognition”-of our certifi- 
cation efforts across the global forest environment and among the 
many similar third party registration schemes. 


Continuous Improvement 

Environmental incidents are one of five Closely Watched Numbers 
(“CWN”) that we use to monitor our performance and for which all 
employees are accountable. Yearly targets have historically been set — 
at least 10% lower than the previous year’s results, reflecting our 
commitment to create value through continuous improvement. In 
2000, our actual accomplishment was 24% better than our target 
and reflects the continuing downward trend in the number of envi- 
ronmental incidents seen year over year since we began tracking 
them. This CWN has been instrumental in helping us successfully 
reduce incidents, but since many divisions are now near, or at zero, 
the current indicator is nearing the end of its usefulness as a tool for 
continuous improvement. We have reached a point where we must 
expand the scope of our performance monitoring and take into 
account key criteria that reflect other areas for improvement. This 
includes such things as energy efficiency, material use efficiency and 
waste minimization. An expanded environmental indicator will help 
us achieve financial savings while focusing on improving our envi- 
ronmental performance. This year we will work at redefining the 
environment CWN for implementation in 2002. 


In 2000, we earned a Leadership Award from Canada’s Climate Change Voluntary © 


Challenge & Registry Inc. (VCR) in recognition of our dedicated efforts towards the 


reduction of GHG emissions in Canada. 


| 


| Bruno Tremblay Pierre G, Coté 


Technology Services | Newsprint Operations and Energy 


] 

/ Senior Vice-President, | Senior Vice-President, International : 
| 

+ 

1 


14 | Abitibi-Consolidated 2000 


An Environmental Project With Payback 

Dating back to 1997, a $9 million odour reduction project was ini- 
tiated at our Fort Frances, Ontario mill. The primary goal was to 
reduce the level of ambient odour and the number of complaints 
within the community by 50%. This state-of-the-art project included 
the installation of an incinerator and a scrubber dedicated to 
destroying total reduced sulphur (“TRS”, or what commonly caus- 
es the majority of the odours associated with kraft pulp mills) com- 
pounds before they are released into the atmosphere. Today, after a 
full year of incinerator operation, we can proudly point \to some 
exciting accomplishments: 


«Ambient odour excursions were reduced by over 80%. 
* The number of odour-related complaints was reduced by over 82%. 


1 [See Gagnon [Dave Chamberlain | Michéle Anctit| Herman Martel 
= > —7— pate Ries cif 

2 [Tim Dryden | Curtis Porter 
r : T 

3 | Daniel Gariépy ] Denise Lavigne | Richard Théberge 


+ Process improvements have resulted in annual savings of over $500,000. 


Another major goal of the project was to increase the com- 
munity’s awareness of Fort Frances’ commitment to improving local 
air quality. A communication plan was developed and 115 key stake- 
holders within the community were interviewed to learn more about 
individual concerns related to ambient odour. The results showed 
the health impact of the odours to be the most pressing concern. 
In response, an in-depth literature review of the health risks of TRS 
compounds was compiled and made available as part of 
our message to the local community. Several other communication 
vehicles were developed and implemented to promote the mill’s 
commitment to addressing community concerns. The effort was well- 
received and is now being used for other environmental initiatives 
across our Company. 


People Working Together! 

The Beaupré mill’s Equal Offset™ project highlights the importance 
of people working together to achieve a common goal. The $50 
million project included a “coating kitchen” of some 15 chemicals 
that are combined in various ratios before the mixture is applied to 
the paper. Environmental personnel were key members of this team 
and worked hard to ensure that the new chemistry would not affect 
the smooth operation of the secondary treatment plant. A variety 


% 30.002 | 


Te MTT ; 


[-F4 
254 4 
{ eraser § 


‘Joy Zoghby T. W. Johnson ; : 


Abitibi-Consolidated 2000 [ 1S 


1 | Donald Walton 


| Claudia Carmona 


| 3 | Normand G. Adams 
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Lewis W, Natchett | Otis D. Evans 
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of analyses were performed to assess the impact of these chemicals 
on the biology of the secondary treatment plant. The results helped 
determine what additional precautions (such as alarms and/or sec- 
ondary containment) would be required. Throughout the start-up 
and commissioning of the new equipment, close communication 
and monitoring allowed the mill to continue operating uninter- 
rupted and without any compliance issues related to its effluent 
treatment system. 


Monitoring our Effects 

In 2000, we completed the second cycle of studies required by the 
federal Environmental Effects Monitoring program (EEM) at all 
of our Canadian mills. The goal of these ongoing studies is to 
measure the effectiveness of the 1992 Federal regulations on the 
receiving waters. Between 1993 and 1996, we invested over $400 
million in secondary effluent treatment systems in order to meet the 
new requirements. As a result of these treatment systems, the overall 
quality of the receiving water significantly improved. The second 
cycle of studies, conducted at each mill every four years, shows that 
all effluents are now non-toxic. In all cases, the studies show that 
these reductions have resulted in an improvement of aquatic life. We 
expect the third cycle of studies, slated to begin this year, will show 
further improvement. 


The Three “R”s 
Reduce, reuse, and recycle — these terms are familiar to all of us inter- 
ested in minimizing our impact on the environment. All three “R’s 
are the focus of programs at Abitibi-Consolidated but by far the 
largest is our paper recycling program. In fact, at about 2.4 million 
tonnes annually, we are the single largest buyer in the North 
American recycle fibre industry — twice that of the next largest. 
Although people usually think of recycled fibre in terms 
of old newspapers (known as ONP), it does not stop there. There 
are also old magazines (OMG) and recycled cardboard (OCC). 
Recovery rates in the highly competitive North American market 
are flattening and expected to peak by 2005. As well, the availability 
of recycled fibre is not static over the course of a year. Readership 
of newspapers and magazines, particularly in the sunbelt states of 


the US, is highest through the winter months and falls off in the summer. 
This means that we must manage our inventory in order to have a constant 
and assured supply of recycled fibre for our mills. To do this, we have eight 
recovery centres in North America located in densely populated areas. We 
also have affiliated recycled fibre operations with our mills in the United 
Kingdom and Asia. 

We consume 23% of the ONP recycled fibre generated in North 
America. Nine of our North American mills supply newsprint with recycled 
fibre content, in some cases up to 100%. Our Pan Asia Paper partnership 
uses 1.5 million tonnes of recycled fibre per year, half of which is sourced 
in North America. The growing international trade in recycled fibre gives 
Abitibi-Consolidated a unique opportunity to link our North American 
operations with our Asian ones. Our recycling subsidiary in Cheshire, 
England has entered into supplying arrangements with local suppliers. 
Combined, this gives us a three continent sourcing effort. 


Reduce and Reuse 
We’ve always been conscious of reducing the pressures we place on the environment. Generated 
by effluent treatment operations, our pulp and paper mills in Québec reused more than 300,000 
wet tonnes of biosolids for agricultural applications in 2000. These nutrient-rich biosolids consid- 
erably improve the soils that they are applied to and the eventual yield of products grown in them. 
Our biosolid reuse program is carried out under the close scrutiny of professional agronomists and 
with the approval of the Provincial Ministry of the Environment. The quality criteria that these 
must meet in order to be applied to agricultural land are among the most stringent in the world. 
Another great example of our three “R” efforts! 

Operations in Thorold, Ontario and Bridgewater, United Kingdom also reuse 100% of their 
biosolids in various land applications. In 2000, these divisions reused more than 300,000 wet 
tonnes of biosolids! 


| Not only does Bridgewater reuse 100% of its biosolids, but it also produces 100% recycled paper! | 


Focusing on the three “R’”s makes sense for our business and for your environment. 


Carolyn Edwards Michael Sayko Rg 
oa == oe - 
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Paper Machine Manufacturing 


Year ended December 31*, 2000 
(Capacity in thousands of tonnes) i 


MILL 


# Paper 


Canada 

Alina (QUE 06 ORS ee 
Amos (OUR) a uN OS ide sD insaat cil. 
Baie-Comeau (QUEBEC) Be ee aol eee al ota ene Eons 
Beaupre (QUE Fe ee 
Betgo (oui So fe ee ee a) S00 ee ee ee 
Clermont (QUEBEC) BO OS: oh ee 
Fort William (ONTARIO) ue 

Kénogami (QuéBEC) 2 


St ae RN eT Wn eae 
MSR CRS oe ke oy aa OS e3 63 
3,434 645 

United States 
Alabama River (ALABAMA) Us I Ee ec) ONO re ee tn ts AN ar 
Augusta (GEORGIA) 2 ish) ee paaae ee cay ee Ome 
bufkin (WASP ge OB ea Stab ig Meine a Wns em Ta 
Sheldon: (BAS) ESE ety he Chae meer Omns ner ial 
Snow!lake (MIZONA) oS) a ee ce BABS Gist Oe! cpllgtes Sie na 
1,346 - 

International 
Bridgewater (UNITED KINGDOM) SOL eg BOE vee at 1 ees 
Pan Asia (SouTH KoRéA, CHINA, THAILAND)!” 4 PL AMES EP aa ee tia cr Ta 
702 - 
5,482 645 


(1) Capacity figures shown reflect our proportionate share ownership. 
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ee ET ny ne ee ee ee 


Cheongwon, South Korea* N 
Chonju, South Korea* N 
Shanghai, China* N 
Singburi, Thailand* N 


*Owned by Pan Asia Paper Company, 
in which Abitibi-Consolidated has a 


¥ . one-third ownership interest. 


Share of Production 


oy 


Québec 
Abitibi Region 


ae Soren Ie Pog Ws ok ih eee eaitene ty Meee ee 


eee er oe 


Total —- Sawm 


REMANUFACTURING MILLS , 
Lac-Saint-Jean Region 1 100% : 52 
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Summary of Results from Operations 
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OVERVIEW AND HIGHLIGHTS OF 2000 

All financial data prior to April 18", 2000 represent 
the results of Donohue Inc. only and results of 
operations and assets of Abitibi-Consolidated Inc. 
are included in the financial statements only from 
that date. 


$367 million net earnings 

In 2000, Abitibi-Consolidated Inc. realized net earn- 
ings of $367 million on net sales of $5.7 billion com- 
pared to net earnings of $216 million in 1999 on net 
sales of $2.5 billion. 

Earnings per share amounted to $0.96 in 
2000 based on an average number of shares outstand- 
ing of 384 million. Earnings per share were $0.86 in 
1999 based on an average number of shares outstand- 
ing of 249 million. 

The improvement to net earnings resulted 
mainly from price increases for newsprint, value-added 
papers and pulp in 2000 when compared to 1999. 
Lumber prices however were significantly lower than 
the previous year. The Company has reduced its 
costs through a synergy program put in place follow- 
ing the acquisition of Donohue Inc. However, these 
synergy cost reductions were more than offset by 
significant increases in fibre and energy costs, which 
represent a major portion of pulp and paper manu- 
facturing costs. 


Acquisition of Donohue Inc. and reverse 
takeover acquisition accounting 

The major event of 2000 was the acquisition of 
approximately 95% of the outstanding shares of 
Donohue Inc. on April 18", 2000 and of all the 
remaining shares in June 2000. This acquisition was 
paid for with cash of $12 and 1.846 shares of Abitibi- 
Consolidated Inc. for each Donohue Inc. share. 
Following the transaction, former Donohue share- 
holders held, as a group, more than 56% of all out- 
standing shares of Abitibi-Consolidated Inc. and 
accordingly, the transaction was accounted for using 
the purchase accounting method and constituted a 
reverse takeover where Donohue Inc. was consid- 
ered the acquirer. 


Price increases 

The Company implemented two price increases each 
of US$50 per tonne for newsprint in 2000: one on 
April 1* and another on September 1*. Prices for cer- 
tain grades of value-added groundwood papers also 
rose by similar amounts. Northern Bleached Softwood 
Kraft (NBSK) pulp prices increased by US$40 per 
tonne on April 1*, 2000 and by US$30 per tonne on 
July 1°, 2000. 


Integration of Donohue and 

synergy achievements 

Immediately following the acquisition of Donohue, 
the entire organization underwent an extensive 
review. A new senior management team was selected 
from the best of the former companies and put in 
place in May 2000. 

The Company has set a target of $250 million 
in synergy cost savings to be achieved through the 
combination of the two companies. The annualized 
run rate attained during the fourth quarter of 2000 was 
$168 million in cost savings compared to the first 
quarter of 2000, which significantly exceeded manage- 
ment’s original target of $125 million by April 2001. 


High-cost newsprint capacity 
rationalization program 
In conjunction with the acquisition of Donohue, the 
Company announced its intention to permanently 
remove 400,000 tonnes of high-cost newsprint capac- 
ity. As part of this program, the Company shut down 
its 130,000 tonne West Tacoma newsprint mill, locat- 
ed in Steilacoom, Washington, in December 2000. 
One paper machine with an annual capacity 
of 70,000 tonnes was shut down at the Lufkin, Texas 
mill, on November 1*, 2000 as part of the mod- 
ernization program of the mill. At the end of December 
2000, the Company shut down a value-added paper 
machine with an annual capacity of 45,000 tonnes at 
the Kénogami, Québec mill. The value-added ground- 
wood paper grades produced on these machines will 
replace newsprint production at other mills. 
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The Company ultimately intends to reduce its 
newsprint capacity by 110,000 tonnes at its Lufkin, 
Texas mill, after completing the installation of the new 
paper machine planned for launch in the second 
quarter of 2001, and the closure of three old paper 
machines. 

Further announcements to complete the 
high-cost newsprint capacity rationalization program 
are currently planned for the first half of 2001. 


Dividends 

Dividends paid in 2000 of $1,726 million include the 
cash portion of the purchase price for the Donohue 
shares of $1,622 million. Dividends paid in 1999 
were $59 million. Dividends of $15 million were paid 
to the former Donohue shareholders in the first 
quarter of 2000. The Board of Directors declared 
regular dividends of $0.10 per share, or $44 million, 
in each subsequent quarter. 


Summary of Results from Operations 
Net sales reached $5.7 billion in 2000 compared to 
$2.5 billion in 1999. Earnings before interest, taxes, 
depreciation and amortization (EBITDA) amounted 
to $1,515 million or 26.7% of net sales, compared to 
$596 million, or 24% of net sales, in 1999. 


Operating profit: 


2000, 1999 


(in millions of dollars) 


Newsprint $ 618 $ 200 
Value-added groundwood 

papers and market pulp 384 77 
posal Vanek an RUN ONO Re ANS A Whe cad 
Total $ 1,004 $ 372 
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Interest on long-term debt totalled $379 
million in 2000 compared to $94 million in 1999. 
The increase arises mainly from the long-term debt 
assumed at the time of the acquisition of Donohue, 
the additional borrowing of $1.8 billion to pay the 
cash portion of the consideration for the Donohue 
shares and other costs associated with the acquisition. 

Other financial expenses incurred during 
2000 include the write-off of the deferred financing 
fees related to the repayment of the bridge loan used 
for the acquisition and of the former bank loan 
agreements. Those credit facilities were replaced by 
US$1.4 billion of long-term debt issued in the US 
and by bank credit facilities of $1.5 billion. 
Premiums were also paid for the early repayment of 
other long-term borrowings. 

The Company sold its Chandler, Québec, 
newsprint mill in December 2000 and realized a gain 
of $29 million. As part of the sale, the purchaser 
agreed not to produce paper grades which compete - 
with the Company’s core grades. 

Tax expenses during the year amounted to 
$191 million or 31.6% of earnings before taxes and 
goodwill amortization, compared to an effective rate 
of 19.5% in 1999. The effective tax rate in 1999 was 
lower due to the utilization of an unrecorded tax loss 
which materialized with the sale of the Company’s 
interest in a joint venture and due to the recovery of 
a large corporation tax from previous years. 


Newsprint 

Net sales of newsprint rose to $3,438 million in 2000, 
compared to $1,479 million in 1999. Operating prof- 
it for the same periods was $618 million, or 18% of 
net sales, and $200 million, or 13.5% of net sales, 
respectively. The increase in net sales comes from 
additional sales volume due to the acquisition of 
Donohue, which on the application of the reverse 
takeover accounting method is considered as the 
acquisition by Donohue of Abitibi-Consolidated, 
and also from the increase in transaction prices. 

The average mill net for newsprint rose 
to $735 per tonne in 2000, an increase of 13% over 
the previous year. The Company’s shipments totalled 
4,667,000 tonnes compared to 2,275,000 tonnes 
sold in 1999. Increase in volume resulted mainly 
from 2,276,000 tonnes shipped from the former 
Abitibi-Consolidated mills since April 18", 2000. 


Distribution of newsprint sales: 


Other 
Countries 12% 


United States 59% 


Other 


Europe 14% 


as 


- Latin America 9% 


1999 


North American newsprint consumption 
rose by 1.2% during 2000 compared to 1999. The 
average North American operating rate was 97% 
compared to 94% in 1999. Demand for newsprint 
also increased globally, resulting in a reduction of 
imports into North America by 47%. (Source: Pulp 
& Paper Products Council) 

This strong demand allowed for increases in 
the market price of US$50 per tonne in North America 
on both April 1*, 2000 and September 1*, 2000. 

Prices in Europe for the 2000 contract year 
were almost flat when compared with 1999, Com- 
bined with weakening European currencies compared 
to the Canadian dollar, mill nets to Europe were 
lower than the other markets. Demand, on the other 
hand, grew at a record rate of nearly 5%. 

| Prices in other parts of the world, where 
consumption grew at a healthy rate, generally 
increased in line with North American prices. 

Management currently expects demand in 
North America to remain stable in 2001 and interna- 
tional demand for newsprint to grow slightly. 
Moreover, North American production capacity is 
expected to decrease due to machine closures and 
conversions to higher value grades. The Company 
believes that scheduled capacity additions in other 
parts of the world are limited and should cause the 
market to remain well balanced in 2001. 

The Company implemented a significant 
price increase in European markets for the 2001 
contract year and has announced a price increase 
of US$50 per tonne in North America, effective 
March 1*, 2001. 

The Company’s newsprint manufacturing 
costs rose by 2.6% in 2000 compared to the com- 
bined average of Donohue and Abitibi-Consolidated 
manufacturing costs in 1999. Cost reductions from 
the Company’s synergy program were more than off- 
set by an increase in prices of fibre and energy. . 
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Value-Added Groundwood Papers 

and Market Pulp 

Net sales of value-added groundwood papers and 
market pulp rose to $1,601 million in 2000, com- 
pared to $413 million in 1999. Operating profit for 
the same periods was $384 million, or 24% of net 
sales, and $77 million, or 19% of net sales, respec- 
tively. The increase in net sales comes from addition- 
al sales volume due to the acquisition of Donohue, 
which on the application of the reverse takeover 
accounting method is considered as the acquisition 
by Donohue of Abitibi-Consolidated, and the increase 
in transaction prices. 

The average mill net for value-added ground- 
wood papers rose to $934 per tonne in 2000, an 
increase of 9% over the previous year. The Company’s 
shipments of value-added papers totalled 1,331,000 
tonnes, compared to 157,000 tonnes in 1999. 
Shipments from former Abitibi-Consolidated mills 
since April 18", 2000 accounted for 1,166,000 tonnes 
and explain the major part of the variance. 

The average mill net for market pulp rose 
by 38% to $879 per tonne in 2000. The volume of 
market pulp sales was 408,000 tonnes in 2000, down 
from 420,000 tonnes in 1999. The shutdown of the 
kraft pulp mill in Sheldon, Texas, in the first quarter 
of 2000 and the sale of the Donohue Matane Inc. 
(Québec) pulp mill in 1999 reduced the Company’s 
production capacity, which was partially offset by the 
inclusion of the shipments from the Fort Frances, 
Ontario mill, from April 18", 2001. 


Shipments of valued-added groundwood papers 
(combined Donohue and Abitibi-Consolidated): 


ees 20001999 
(in thousands of tonnes) 
SC, Soft-Nip & MF paper 681 497 
Alternative Offset™ 
& Hi-Brite paper 718 772 
Directory & Catalogue paper 220 218 
Specialty paper aia A ee 


Total 1,810 1,639 


The Company’s manufacturing costs for value-added 
groundwood papers rose by 1.6% per tonne in 2000 
compared to the combined average of Donohue and 
Abitibi-Consolidated manufacturing costs in 1999. 
Achieved synergy cost savings and productivity gains 
account for the major portion of the cost reductions. 
On the other hand, higher costs of fibre and energy 
have caused a significant negative impact on overall 
costs. 


Supercalendered (“SC”) 

Demand for SC papers was strong in 2000, rising 
by 16% through December according to the Pulp 
and Paper Products Council (“PPPC”). Prices for 
SCA/SCB rose US$50 per tonne in April and held 
through the end of the year. Weakening demand for 
LWC and the addition of new production capacity 
prevented further price improvement. Prices for soft-nip 


Distribution of value-added groundwood papers and market pulp sales: 


Other 
Countries 6% 


United States 74% 
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United States 58% da 21% 


Europe 21% 


1999 


calendered papers rose US$50 per tonne in April and 
by the same amount in August fuelled by strong 
demand and migration from other grades. Additional 
capacity increases in 2001, including the Company’s 
255,000 tonne per year SC machine in Lufkin, and a 
weaker retail market are expected to put some pres- 
sure on prices. 


Alternative Offset™, Equal Offset™ and Mando™ 
Grades 

Demand and sales volumes were very strong for 
Hi-Brite and Mando™ grades in 2000 and price 
increases were successfully implemented. Sales of 
Alternative Offset™ improved by 18,000 tonnes over 
the 1999 volumes sold by Abitibi-Consolidated. The 
Company completed the project at its Beaupré, 
Québec mill, in the first quarter of 2000, to produce 
the new Equal Offset™ paper grade. Demand and 
prices for this new grade were lower than forecasted 
due to a weakening of uncoated freesheet markets. 
The Company expects currently announced reduc- 
tions in capacity of more than one million tonnes of 
uncoated freesheet to contribute favourably to this 
market during 2001. 


Directory 

Demand for directory grades was solid in 2000 and 
prices were stable. The Company expects the market 
for directory to remain strong in 2001. 


Market pulp 

The market for Northern Bleached Softwood Kraft 
(NBSK) pulp was very strong in the first half of the 
year, allowing for price increases. The market has 
since weakened significantly, particularly in the 
fourth quarter and inventories have increased. The 
market is expected to remain under pressure in the 
first half of 2001 and to recover in the second half of 
the year as no major change in production capacity 
is underway. 


Change in capacity 

The Company shut down paper machine No. 1 at its 
Kénogami, Québec mill, at the end of 2000, which 
had an annual capacity of 45,000 tonnes, and moved 
most of the grades produced on that machine to 
replace newsprint produced in other mills. The 
Company also announced the shutdown of paper 
machine No. 1 at its Wayagamack mill in Québec, for 
March 2001. The Company signed a letter of agree- 


ment in January 2001 to sell its Wayagamack mill, 
with an annual production capacity of 185,000 
tonnes. The closing of the transaction is planned for 
the beginning of the second quarter of 2001. Those 
changes are expected to result in improved margins 
on value-added paper grades. 


Lumber 

Net sales of lumber rose to $638 million in 2000, 
compared to $592 million in 1999. Operating income 
for the same period was $2 million and $95 million 
respectively. The increase in net sales comes from 
additional sales volume due to the acquisition of 
Donohue, which on the application of the reverse 
takeover accounting method is considered as the 
acquisition by Donohue of Abitibi-Consolidated, off- 
set partially by lower selling prices. 

The average mill net for lumber decreased to 
$349 per thousand board feet in 2000, a decrease of 
13% over the previous year. The Company’s shipments 
totalled 1,828 MBf, of which 316 MBf represent the 
former Abitibi-Consolidated sales volume since 
April 18", 2000, compared to 1,476 MBf in 1999. The 
other portion of the increase in sales volumes comes 
from the acquisition of the remaining 50.1% interest 
not held by the Company in Finlay Forest Industries 
Inc. in British Columbia in August, 1999. 


Distribution of lumber sales: 


Canada 
33% 


United States © 


United States 
65% | 


64% 


Other 


Other nit Sh 
Countries 3% 


Countries 1% 


1999 


2000 
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Lumber prices have declined since the end 
of the first quarter of 2000 due to increased produc- 
tion in both Canada and the US, combined with 
lower US housing starts. Demand in Canada con- 
tinues to be strong as housing starts and spending on 
repairs and remodelling remain healthy. Overseas 
markets remained unfavourable, particularly in 
Japan which does not appear to be recovering. The 
Company estimates that the lowering of US interest 
rates in January, 2001 is a positive sign, but does not 
expect significant recovery in lumber prices in 2001 
as production capacity still exceeds demand. 

The Company’s lumber manufacturing costs 
increased by 2% over 1999, due to higher fibre costs 
and higher production of woodchips to supply the 
Company’s pulp and paper mills. These increases were 
offset partially by an increase in chip revenue, which is 
accounted for as a reduction in manufacturing costs. 


Capital Expenditures 

The Company spent a total of $528 million on capi- 
tal expenditures in 2000 compared to $290 million in 
1999. Combined capital expenditures of Donohue 
and Abitibi-Consolidated were $602 million in 2000 
compared to $591 million in 1999. Major projects 
included a new thermo-mechanical pulp (TMP) 
plant in Kénogami ($71 million in 2000 and $38 mil- 
lion in 1999), the conversion of Beaupré to Equal 
Offset™ ($13 million in 2000 and $36 million in 


1999) and the Sheldon and Lufkin, Texas, modern- _ 


ization programs ($258 million in 2000 and $181 
million in 1999). The Beaupré and Sheldon projects 
were completed in the first quarter of 2000. The new 
pulp mill in Kénogami started up in January, 2001 
and the Lufkin modernization is expected to be com- 
pleted in the second quarter of 2001. 

The Company intends to limit its capital 
expenditure program for the next two years to $300 
million per year; this target represents about 50% of 
depreciation. This target amount excludes the com- 
pletion of the Texas modernization program and its 
share of the Pan Asia Paper joint venture. 


Financial Position and Liquidity 

Cash generated from operations totalled $1,192 mil- 
lion, or $3.11 per share in 2000, compared to $375 
million or $1.51 per share, in 1999. The increase in 
cash generated by operating activities was due main- 
ly to the improvement in net earnings and signifi- 
cantly higher depreciation. 
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The Company arranged and fully utilized a 
bridge loan of $1.8 billion to finance the Donohue 
acquisition and repay its US$133 million 7.92% 
senior notes. On July 13", 2000, the Company issued 
an aggregated amount of US$1.4 billion in debt 
(equivalent to $2.1 billion) consisting of US$450 mil- 
lion of 8.30% notes due in 2005, US$500 million of 
8.55% notes due in 2010 and US$450 million of 
8.85% debentures due in 2030. The net proceeds 
were used to repay the bridge loan and to reduce 
other indebtedness. 

' In December 2000, the Company also refi- 
nanced the bank loans of the former Abitibi- 
Consolidated and Donohue with a new bank credit 
facility. The Company put in place credit facilities of 
$1.5 billion in various forms of revolving and term 
loans, of which $875 million was drawn to repay the 
former bank loans. The Company had $533 million 
available for general corporate purposes at 
December 31%, 2000. 

The long-term debt, including the current 
portion, amounted to $5.6 billion as of December 31°, 
2000, which represented a ratio of net debt to capi- 
talization of 0.63. 

The Company intends to maintain a disci- 
plined capital expenditure program and to apply free 
cash flows to the reduction of debt. 


1999 compared to 1998 

The Company posted net earnings of $216 million 
in 1999, or $0.86 per fully diluted common share, 
compared to $229 million in 1998, or $0.93 per fully 
diluted common share. The decrease in earnings 
was primarily related to lower average newsprint 
prices, offset partially by higher lumber and market 
pulp prices. 

Net sales totalled $2,484 million in 1999 
compared to $2,296 million in 1998. In addition to 
price variances mentioned in the preceding para- 
graph, sales volumes increased from 1998 to 1999 
due to the full impact of the Sheldon and Lufkin, 
Texas mills, which were acquired on June 1“, 1998 as 
well as the acquisition in August, 1999 of the 50.1% 
interest in Finlay Forest Industries Inc. not already 
held by Donohue. 


RISKS AND UNCERTAINTIES 


Prices 

Paper prices are tied to the health of the economies of 
North and South America, Asia and Europe, as well as 
to the paper inventory levels in these regions. Strong 
economic growth in North America in 2000 and the 
recovery in Asia drove up advertising spending and 
increased paper consumption. 

Paper prices are also tied to variances in 
production capacity. The Company believes that 
worldwide production capacity increases are at 
historically low levels. 

The Company expects a favourable global 
market environment for newsprint and value-added 
groundwood papers arising from continued, 
although lower, growth in North America and an 
improving market in Europe, combined with the 
absence of significant variations in supply. 


Foreign Exchange 
The Company’s exposure to the US dollar is a signi- 
ficant risk to its business. Approximately 77% of the 
net revenues and 19% of manufacturing costs are in 
US dollars. The US dollar exposure may cause 
volatility in the Company’s cash flows and earnings. 

The Company’s principal paper markets are 
outside Canada and exposure to exchange rate risks 
cannot be avoided. The Company’s foreign exchange 
program includes partial hedging of US dollar cash 
flows. The Company also borrows most of its long- 
term debt in US dollars and this debt constitutes an 
effective partial hedge on future US cash flow. 

The Company believes that its risk from for- 
eign exchange exposure is being prudently managed. 


Softwood Lumber Agreement 

The current agreement between Canada and the 
United States covering softwood lumber exports to 
the United States ends in March 2001. 

Under this agreement, the Company has 
quotas entitling it to export a certain volume of lum- 
ber to the United States without incurring any fees. 
Additional quotas are subject to a fee of US$53 per 
thousand board feet. Fees of US$107 per thousand 
board feet are applied to volume in excess of those 
quotas. Under normal market conditions, those fees 
make the excess volume sold in United States 
unprofitable. 


The Company and the Canadian industry as- 
sociations are asking for free access to the American 
market. 

The outcome of the trade negotiations 
between Canada and the United States cannot be 
assessed at the moment. 


Fibre Supply 


Fibre represents the major raw material in the pro- 
duction of lumber, paper and pulp. 

The virgin fibre supply required by the 
Company in Canada is mostly assured by agreements 
with provincial governments. The agreements are 
granted for various terms, from 5 to 25 years, and are 
generally subject to regular renewal every 5 years. 
They incorporate commitments with respect to 
sustainable forest management, silvicultural work, 
forest and soil renewal and cooperation with other 
forest users. The Company believes that it complies 
with all forest regulations and fully expects to have 
its supply agreements extended as they come up for 
renewal. 

Wood chips supplied to pulp and paper 
mills are assured through chip production from the 
Company’s sawmills, which accounts for 61% of the 
Company’s needs for wood chips in Canada, from 
fibre exchanges with independent sawmills and from 
long-term contracts with third parties. Those con- 
tracts are conducted at market prices. 

Virgin fibre in the United States is obtained 
through the Company’s private timberlands, long-term 
supply contracts and purchases on the open market. 

The Company also uses recovered paper to 
produce paper with recycled content. The Company 
is involved in the recovery of old papers and has con- 
tracts with numerous recyclers, waste haulers and 
brokers in countries where its mills are located. 

The Company believes that the balance of 
fibre supply between its internal sources and the open 
market is more than adequate to support its paper 
production requirements. 


Abitibi-Consolidated 2000 | 29 


Environment 

The Company is subject to environmental laws and 
regulations relating to timber cutting, air emissions, 
wastewater discharge, waste management and landfill 
sites. The Company believes that it is in material com- 
pliance with all laws and regulations governing its 
activities and that no major capital expenditures are 
required. 

The Company conducts compliance audits, 
performed by both internal and external auditors, 
which cover all Company sites over a defined 
schedule of time. 

The Company has a corporate policy on 
environmental issues and has also implemented a 
certification process with its pulp and paper mills 
and woodlands operations under the International 
Standards Organization (ISO). The Company plans 
to obtain ISO 14001 certification for all its wood- 
lands operations by 2002. 


Price and Exchange Rate Sensitivity 

The Company’s operating profit, net earnings and 
fully diluted earnings per share are impacted by fluc- 
tuations in selling prices and foreign exchange to the 
following extent: 


2001 Sensitivities 


(in millions of Canadian dollars, except per share amounts) 
Based on budgeted volumes and prices 


Impact on 
Earnings . 
Operating : per : 


Profit _ Share | 


US$25 change in transaction price — per unit 


Newsprint” $ 197 $ 130 $0.30 
Value-added groundwood 

papers” $ 68 $ 45 $0.10 
Lumber $ 78 Sih 5 $0.12 
Foreign exchange 
US$0.01 change in relative value 

to the Canadian dollar Se $ 45 $0.10 


(1) per tonne 
(2) per thousand board feet 
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Outlook 
The Company is a major global low-cost producer 
and marketer of newsprint, value-added ground- 
wood papers with interests in operations in Canada, 
the United States, the United Kingdom, South 
Korea, China and Thailand. It is also one of the 
major producers of lumber in North America. 

After giving effect to machine closures com- 
pleted in 2000, the Company’s production a at 
the beginning of 2001, is as follows: 


(in millions of tonnes, except lumber) 


Newsprint 5,482 
Value-added groundwood papers 1,881 
Market pulp 450 
Lumber (MBf) 2,263 


The Company believes that newsprint mar- 
kets will remain firm in 2001, considering econo- 
mists forecast for a lower, but still positive, growth in 
the US economy and a reduction in North American 
production capacity. The Company will also benefit 
from the full impact of price increases implemented 
in 2000. 

The Company expects the market for value- 
added groundwood papers to be unbalanced due to 
increased capacity in SC grades. Prices may be below 
the 2000 levels in the first half of this year but are 
expected to improve thereafter. i 

The Company intends to complete its syner- 
gy cost reduction program put in place at the time of 
the Donohue acquisition in order to achieve an 
annual run rate of $250 million prior to the end 
of 2001. 

Market conditions are expected to provide 
improved net earnings and to allow significant cash 
flows from operating activities. The Company 
intends to apply free cash flow to the reduction of 
long-term debt. 


MANAGEMENT'S 


The consolidated financial statements and all other information in the Annual Report are the responsibility 
of the Company’s management and have been approved by its Board of Directors. 

The financial statements have been prepared in accordance with generally accepted accounting prin- 
ciples in Canada and include some amounts which are based on best estimates and judgement. Financial 
information provided elsewhere in the Annual Report is consistent with that shown in the financial statements. 

The integrity of the financial statements is supported by an extensive and comprehensive system of inter- 
nal accounting controls. A team of internal auditors regularly evaluates the Company’s accounting systems, policies 
and procedures and presents its findings to management. 

External and internal auditors have free and independent access to the Audit Committee which is comprised 
of four non-management members of the Board of Directors. The Audit Committee, which meets regularly 
throughout the year with members of the financial management and the external and internal auditors, reviews 
the consolidated financial statements and recommends their approval to the Board of Directors. 

The accompanying consolidated financial statements have been examined by the external auditors, 
PricewaterhouseCoopers LLP, whose report follows. 


Of ae (Ak 


John W. Weaver Daniel R. Perkins 

President and Chief Executive Officer Senior Vice-President and Chief Financial Officer 
January 24", 2001 January 24", 2001 

Montréal, Québec, Canada Montréal, Québec, Canada 
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_ presentation. 


To the Shareholders of Abitibi-Consolidated Inc. 


We have audited the consolidated balance sheet of Abitibi-Consolidated Inc. as at — ee anc 


the amounts and disclosures in the france statements. An audit ae includes assessing ihe arora ] 
ciples used and significant estimates made by management, as well as evaluating, the overall inane stat 


In our opinion, these consolidated financial statements present fide in all rontenal pe i 
financial position of the Company as at December 31°, 2000 and the results of its operations and its cash flows : 
for the year ended December 31*, 2000 in accordance with Canadian generally accepted accounting principles. s 

As explained in note 1 to the consolidated financial statements, the comparative information tha : 
included are the consolidated financial statements of Donohue Inc. which are as at December 31%, 1999; 


- 


been properly applied. - 


5 es 


Chartered Accountants eS 


January 24", 2001 
Montréal, Québec, Canada 


Notice to US Readers 


In the United States, reporting standards for audition! require the addition of an explanatory ae whe 
there is a change in accounting principles that has a material effect on the comparability of the company’s finan 
cial statements, such as the changes to income taxes and employee future benefits described in note 1 to these 
consolidated financial statements. Our report to the shareholders is expressed in accordance with Canadian : 
reporting standards, which do not require a reference to such a change in accounting principles in the auditor's 
report when the change is properly accounted for and adequately disclosed in the financial statements. 


ae le 


Chartered Accountants 


January 24", 2001 
Montréal, Québec, Canada 


on 


See accompanying notes to Consolidated Financial Statements. j 


Consolidated Statement of Earnings - 
Year ended December 31 
(in millions of Canadian dollars, except per share amounts) 


eee E20] 1 6G 1999 
eee ee Oe sur gy tt) Oe S677 $2484 of) $2,206 | 
Cost of products sold 3,994 1,822 1,547 
Selling, general and administrative expenses 168 66 64 
eer ete eh a ST Ca OS BOB MO 201 
Operating profit 1,004 372 484 
Interest on long-term debt 379 94 87 
8 NICS Te a ah et ele ae VAR a a IOS S CE eat 14 
Earnings before the under-noted items 604 293 383 
Income tax expense (note 5) 191 57 129 
ee er ee eC ae i a PE anos PAG Nana Lad ac ae Pe 
Earnings before goodwill amortization 397 226 239 
ee ee eee ee cee eel BOR ay 3a, pO ones 
Net earnings $ 367 $ 216 $ 229 
Earnings and fully diluted earnings per share (note 6) 

‘Before goodwill amortization $ 1.03 $ 0.90 $ 0.96 
Net earnings $ 0.96 $ 0.86 $ 0.93 
Weighted average number of common shares 
outstanding (in millions) 384 249 248 
Consolidated Statement of Retained Earnings (Deficit) 
Year ended December 31 
(in millions of Canadian dollars) 

Rete 2000 | 
Retained earnings, beginning of year $1,053 $ 896 SmiZ3 
Net earnings for the year 367 216 229 
Redemption of stock options (49) - - 
Dividends declared (148) (59) (56) 
Retained earnings (deficit), end of year $ (399) $1,053 $ 896 


See accompanying notes to Consolidated Financial Statements. 
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Consolidated Statement of Cash Flows 
Year ended December 31 
(in millions of Canadian dollars, except per share amounts) 


EuIES 2000) 8 
Operating activities ; 
Net earnings $ 367 $ 216 $ 229 
Depreciation and amortization 541 234 211 
Future income taxes 116 10 ee rd 
Non-controlling interests 16 10 15 
Other non-cash items. SQL EYSLA Sre one gae ae Ponies CUIby svi 5) (2) eae 18 
1,013 458 456 
Change in non-cash operating working capital 
_..pSomponents (note 7) jie ies ey eee ee ee 63) eal 
Cash flows from operating activities (oy pani 5058) ee ee eee 3750s Boel 
Financing activities 
Increase in long-term debt 5,316 144 874 
Repayment of long-term debt (4,015) (140) (373) 
Financing fees (43) (1) (5) 
Acquisition dividend (note 3) (1,622) ~ - 
Dividends paid to shareholders (104) (59) (56) 
Dividends to non-controlling shareholders of 
subsidiary companies (20) (9) " (15) 
Redemption of stock options (49) - - 
Net proceeds on issuance of shares 3 8 
Oth 2 (3) 


Investing activities 


Business acquisition, net of cash acquired (note 3) (41) (82) (675) 
Additions to capital assets (528) (290) (119) 
Other" aE gears ee ee ee eae Diets Eee (1) 
Increase (decrease) in cash during the year 100 (69) 61 
Currency translation adjustment on cash (1) (3) - 
Cash ang cash equivalents PesianItts GF YES at ener se een ne ea eno aa eee cache lagen Th 
Cash and cash equivalents, end of year (note 7) $ 123 $ 24 $ 96 
Cash flows from operating activities per share $3.11 Selo Sole 


See accompanying notes to Consolidated Financial Statements. 
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Consolidated Balance Sheet 
As at December 31 
(in millions of Canadian dollars) 


Assets 


Current assets 


Cash and short-term investments $ 123 See24 
Accounts receivable 681 356 
Inventories (note 8) 804 379 
SEES, 2 lo Gea te ee allo eal ee i da 51 Ae 

1,659 791 


Capital assets (note 9) 
Other assets (note 10) \ 
G ‘ 


Liabilities 


Current liabilities 


Accounts payable and accrued liabilities $ 1,371 $ 340 
eee set ecer eee yn one year (ucte Wi) ep ine tee ge a Te BAT eos 
1,698 431 

Long-term debt (note 11) 5,265 1,281 

Employee future benefits (note 12) 262 44 

Future income taxes (note 5) 875 424 

Non-controlling interests 60 45 

Shareholders’ Equity 

Capital stock (note 6) 3,520 421 

Contributed surplus 14 23 

Retained earnings (deficit) (399) 1,053 

Bere eatin aanstent pooner ae eter Ee RADU E Tin hae cae 2 (8) 

Ltt lus, eal SGA SNES Danes MUNG Renal cai mee liane 1S) eset gar S.A ie 
2 $11,255 $3,714 

Contingent liabilities (note 14) See accompanying notes to Consolidated Financial Statements. 

Approved by the Board . 

eee (VO02 eres 
John W.Weaver j David A.Ward 
President and Chief Executive Officer Chairman of the Audit Committee 
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Consolidated Business Segments 


Year ended December 31 


(in millions of Canadian dollars) 


2000 

Newsprint 

Value-added groundwood 
papers and market pulp 


Depreciation 
and 


amortization | 


Operating 


Assets | 


Additions 


to capital . 


Volume 
sales 


(unaudited) 


4,667 (a 


1,739(a' 
1,828(b' 


1999 

Newsprint 

Value-added groundwood 
papers and market pulp 

Lumber 


2,275 (a 


614 (a 
1,476 (b 


1998 

Newsprint 

Value-added groundwood 
papers and market pulp 

Lumbe 


(a) in thousands of tonnes 
(b) in millions of board feet 
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$2,296 


$ 338 
119 
54 

$ 511 

$ 161 
23 
40 

$ 224 


$ 618 $ 7,276 
384 3,120 

2 859 

$ 1,004 $11,255 
$ 200 $ 2,786 
le 290 

95 638 
Susi $ 3,714 


$ 148 
331 
49 

$ 528 

$~ 152 
“105 
33 

$2290 


See accompanying notes to Consolidated Financial Statement: 


r ended December 31 ee 
millions of Canadian dollars) 


Sales by geographic manufacturing location are as follows: 


2000 
Canada 


USA 1,034 


. ales by ultimate destination are as follows: 


i?2) 


2000 1999 
___Net sales _ Net sales _ 


Canada é 
USA 3,659 1,539 


Capital assets 
and goodwill 


1998 
Net sales - 


‘See accompanying notes to Consolidated Financial Statements. 
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Notes to Consolidated Financial Statements 
December 31, 2000, 1999 and 1998 


1. Summary of significant accounting policies 

These financial statements are expressed in Canadian dollars and are prepared in accordance with Canadian 
generally accepted accounting principles (“Canadian GAAP”). These financial statements differ in certain 
respects from those prepared in accordance with United States generally accepted accounting principles (“US 
GAAP”) and are not intended to provide certain disclosures which would typically be found in US GAAP 
financial statements. These measurement differences are described in note 16 “Differences between Canadian 
and United States generally accepted accounting principles”. 


a) Principles of consolidation 

Effective April 18, 2000, the Company acquired the outstanding common shares of Donohue Inc. 
(“Donohue”). The business combination of the Company and Donohue has been accounted for using the 
reverse take-over method of purchase accounting. Donohue was deemed to be the acquirer and to have 
purchased the assets and liabilities of Abitibi-Consolidated because the shareholders of Donohue, as a group, 
became owners of more than 56% of the voting shares of the Company on a fully diluted basis following the 
business combination. The results of operations of Abitibi-Consolidated Inc. are included in the consoli- 
dated financial statements from April 18, 2000, the date of the business combination. For accounting pur- 
poses, the Company is considered to be a continuation of Donohue except with regard to the authorized 
and issued capital stock, which is that of the legal parent company, Abitibi-Consolidated Inc. The consoli- 
dated financial position of the Company as at December 31, 1999 and the consolidated results of operations 
and cash flows for the period from January 1, 2000 to April 17, 2000 and for the comparative years pre- 
sented in these consolidated financial statements are of Donohue Inc. only. Consolidated pro forma results 
of operations and cash flows are presented in note 3 as supplementary information as if the business com- 
bination had occurred on January 1, 2000. 

The consolidated financial statements include the accounts of the Company, all its subsidiaries and 
its proportionate interest in joint venture partnerships. The investments in companies subject to significant 
influence are accounted for using the equity method. 


b) Business of the Company 

The Company operates an integrated business in forest products. Operations are located in Canada, in the 
United States, in the United Kingdom, in South Korea, in China, and in Thailand. The woodlands operations 
supply logs to sawmills and pulp and paper mills. Sawmills use logs to produce lumber and wood chips. 
The production and selling of wood products constitutes the “Lumber” segment. Chips are used in the pro- 
duction of newsprint, value-added groundwood paper and market pulp. The remaining fibre requirement 
for the production of newsprint and value-added groundwood paper comes mainly from the paper recycling 
facilities operated by the Company and from long-term supply agreements. The collection of old papers and 
the manufacturing and selling of newsprint constitute the “Newsprint” segment. Newsprint is used to print 
newspapers and advertising flyers and the demand is determined by circulation and advertising. The 
manufacturing and selling of value-added groundwood paper and market pulp constitute the “Value-added 
groundwood paper and market pulp” segment. Value-added groundwood paper is used by commercial 
printers, converters, advertisers and publishers to produce advertising inserts, books, telephone directories, 
business forms, magazines and catalogues. 

Most of the Company’s products are marketed globally with a significant concentration in the 
United States. The Company does not have any customers for which sales exceed 10% of total sales. 
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The accounting policies used in each of these business segments are the same as those described 
in this summary of significant accounting policies. Furthermore, the head office common costs are distrib- 
uted to the different segments using an appropriate method and this distribution is accounted for at book 
value. Inter-segment transfers of wood chips and old papers and sales of electricity are recorded at the 
exchange value, which is the amount agreed to by the parties. 

The business segments are managed separately because each business requires different technology 
and marketing strategies. Business segment operating profits take into account net sales, cost of products 
sold, selling, general and administrative expenses and depreciation and amortization for each business 
segment. Interest income, financial charges, other expenses, and income tax expense are not allocated to 
specific business segments. 


c) Use of estimates 
The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that affect the reported amounts of assets and 
liabilities and the disclosure of contingent assets and liabilities at the date of the financial statements and the 
amounts of revenues and expenses for the reporting period. Actual results could differ from those estimates. 


d) Revenue 
The Company recognizes revenue when goods are shipped and when significant risks and benefits of 
ownership are transferred. Distribution costs of $576 million (1999-$263 million, 1998-$198 million) 
have been charged against gross revenue in determining the net sales. 


e) Translation of foreign currencies 
Self-sustaining foreign operations 
Assets and liabilities of self-sustaining foreign subsidiaries and joint ventures are translated into Canadian 
dollars at year-end exchange rates and the resulting unrealized exchange gains or losses are included in 
the foreign currency translation adjustment account in shareholders’ equity. Revenues and expenses are 
translated at prevailing market rates in the recognition period. 


Domestic and integrated foreign operations 

Monetary assets and liabilities of domestic and integrated foreign operations denominated in foreign cur- 
rencies are also translated at year-end exchange rates. Non-monetary assets and liabilities of integrated 
foreign operations are translated at the historical rate relevant for the particular asset or liability. The resulting 
exchange gains or losses, except those related to long-term debt, are absorbed by operations in the year 
revenues and expenses are translated at prevailing market rates in the recognition period. 


US dollar long-term debt 
The US dollar net assets of self-sustaining joint ventures and subsidiaries hedge a portion of the Company’s 
US dollar debt. Exchange gains and losses on translation of that hedged US dollar debt are included in the 
foreign currency translation adjustment account in shareholders’ equity. Any remaining US dollar debt is 
generally hedged by future US dollar net operating cash flows. Exchange gains or losses on US dollar debt 
hedged by future net operating cash flows are deferred and included in earnings in the period that the US 
dollar revenue is earned. 

Realized gains and losses on option and forward exchange rate contracts that hedge anticipated 
revenues are included in earnings when the revenue is earned. 
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oe re nae pee EE en 


at ale eae using the straight-line method at rates, which amortize the capital 
‘th productive life of the asset as follows: ; ; 


¥, 
1% 


Pete 
Tes 4 t 
f if 

; 


oe i of the pole seen? nae ee that are not pee to eae a benefit to the Company in future 
Me ay Uae accrued when an n environmental paeae S is identified. 


Es are 5 ” Sonakiye sees benefits 
cae ea The estimated cost of pensions and other post-retirement benefits provided by the Company to employees 
eae _ is accrued using actuarial techniques and assumptions, including an appropriate discount rate, during the 
a Sek oem io cones active service Baik 


i) Goodwill 
Goodwill represents the excess of the purchase amount of investments in subsidiaries, joint ventures and 
businesses acquired over the proportionate share of the underlying value of the identifiable net assets at the 
_ date of acquisition. It is amortized over its estimated period of future benefit, generally 40 years, using the 
straight-line method. The unamortized portion of goodwill is regularly compared with its fair value and, 
based on management’s projected undiscounted future cash flows from the related operations, any impair- 
ment in value is recorded as a charge to earnings. 


k) Income taxes 
Future income tax assets and liabilities are recognized for the future income tax consequences of events that 
have been included in the financial statements or income tax returns of the Company. Future income taxes 
are provided for using the liability method. Under the liability method, future income taxes are recognized 
for all significant temporary differences between the tax and financial statement bases of assets, liabilities 
and certain carry forward items. 


- 


ee a 


Future income tax assets are recognized only to the extent that, in the opinion of management, it is 
more likely than not that the future income tax assets will be realized. Future income tax assets and liabilities 
are adjusted for the effects of changes in tax laws and rates on the date of enactment or substantive enactment. 


1) Other assets 
Deferred assets are amortized over the life of the related long-term financial instrument, which generally 
. ranges from five to thirty years. 
m) Stock-based compensation plans 
The Company has a stock-based compensation plan, which is described in note 6. No compensation expense 
is recognized for this plan when stock or stock options are issued to employees. Any consideration paid by 
employees on exercise of stock options or purchase of stock is credited to capital stock. 


, 


y 


n) Change in accounting policies 

Effective January 1, 2000, the Company adopted, retroactively with restatement, the Canadian Institute 
of Chartered Accountants (“CICA”) recommendations for the accounting of income taxes which 
requires the asset and liability method. As a result of these recommendations, capital assets increased by 
$35 million, goodwill increased by $141 million, retained earnings on December 31, 1999 increased by 
$2 million, net future income tax liability increased by $174 million. The restatement of prior years state- 
ment of earnings resulted in an increase in net earnings reported for the year ended December 31, 1999 
of $4 million (1998 — $1 million). 

Effective January 1, 2000, the Company also adopted, retroactively with restatement, the new recom- 
mendations of the CICA regarding the methods of accounting for pensions and other employee benefits. 
Accrued pension benefit obligations and related expenses are now determined using a current settlement 
discount rate to measure the accrued pension obligation, rather than a long-term rate of return previously 
used. Other post-retirement benefits are now accrued over an estimate of the active service life of an 
employee rather than on the “pay-as-you-go” basis previously used. This change resulted in the recording 
of additional employee future benefit obligations of $17 million, the related increase of $6 million in future 
income tax assets and a net reduction of retained earnings of $11 million as of December 31, 1999. The 
restatement of prior years statement of earnings resulted in a decrease in net earnings reported for the year 
ended December 31, 1999 of $1 million (1998 — $1 million). 

The adoption of these new recommendations had no effect on the cash flows of the Company. 


Be hn i eee lat PO 8 ay i 


I TE A 


2. Investment in joint ventures 
(tabular dollar amounts in millions of Canadian dollars) 


OP Se ee ee eee 


: 
E 
‘$ 
7 
a 


During 1998 and as at December 31, 1998, the Company held a 49.9% interest in the outstanding shares of 
Finlay Forest Industries Inc. (“Finlay”) and a 50% interest in Donohue Matane Inc. (“Matane”). 

On August 4, 1999, the Company acquired the remaining interest of 50.1% of the outstanding shares 

of Finlay; and on December 3, 1999, the Company sold its 50% interest in Matane. The consolidated results 
of operations and cash flows for the years ended December 31, 1999 and 1998 include the Company’s propor- 
; tionate share of the activities of Finlay (49.9%) and Matane (50%) from the date of acquisition, or up to the 
F date of divestiture, as shown in the table below. 
The Company’s consolidated financial position as at December 31, 2000 and consolidated results of 
: operations and cash flows from April 18, 2000 to December 31, 2000 include, on a proportionate consolidation 
. basis, the impact of its US joint venture partnerships comprising Augusta Newsprint Company — 50%, 
Alabama River Newsprint Company (“Alabama”) — 50% and Alabama River Recycling Company (“Alabama 
; Recycling”) — 50%, its Asian joint venture (“Pan Asia Paper”) — 33.3%, Star Lake Hydro Partnership — 51% 
: and the Company’s investments in joint venture sawmills in Québec. 


Oe al oe Na 
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Notes to Consolidated Financial Statements 
December 31, 2000, 1999 and 1998 


eee 200 _1999 | 
Revenues 
Net sates ee ee ee 
Expenses 
Cost of products sold 399 95 132 
Selling, general and administrative expenses 11 3 7 
Depreciation and amortization 45 11 16 
womans inanclal expenses © 3 1 DEO) ease we Me he EE eee ee ee ee 2 
PUNANM NOVEM S Heeb w tine RPL Teh TIEN S ak Mic te SN ATS eS 
Earnings (loss) before income taxes $ 59 Srwti2 S78) 
Cash flows from : 
Operating activities $ 85 Se alt Seeali7, 
Financing activities (67) (10) (8) 
Lene Investing activities | )) bole iru ess ee aaa) eens (8) 
Qo ve $  - $ 1 
Assets 
Current assets $ 241 $ - 
Capital assets 937 - 
Other assets 45 - 
Liabilities 
Current liabilities 102 - 
Non-recourse long-term debt 578 - 
Future income taxes ; 5 - 
Non-controlling interest 20 - 


The Company has an option, at a nominal exercise price, to purchase the other joint venture partner’s 
50% interest in Alabama and Alabama Recycling. The Company can exercise this option beginning in 2003 or 
upon an earlier refinancing of the joint venture partnership’s debt. 


3. Acquisitions and divestiture 
(tabular dollar amounts in millions of Canadian dollars) 


Effective April 18, 2000, Abitibi-Consolidated acquired the outstanding Class A Subordinate Voting Shares 
and Class B Shares of Donohue (the “Donohue Shares”) for a cash payment per Donohue Share of $12 and 
the issuance of 1.846 Abitibi-Consolidated Inc. common shares for each Donohue Share acquired. 

As described in note 1, the business combination of Abitibi-Consolidated and Donohue has been 
accounted for using the reverse take-over method of purchase accounting. The cash component of the trans- 
action, which amounted to $1,622 million, has been accounted for as a dividend paid to the former Donohue 
shareholders. The net assets acquired are those of Abitibi-Consolidated Inc. as at April 18, 2000, at their fair 
value. This value was based upon the assigned value of $16.25 per share for the 190 million issued and out- 
standing shares of Abitibi-Consolided Inc. at that date, for a total value of $3,097 million. 

On August 4, 1999, the Company acquired the remaining 50.1% of the outstanding shares of Finlay, 
a joint venture operating a newsprint and specialties mill and two sawmills in British Columbia. This acquisi- 
tion was accounted for using the purchase method. On December 3, 1999, the Company sold its interest in the 
joint venture Donohue Matane Inc. (note 2). 
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On February 17, 1998, the Company acquired all the outstanding shares of Maboco Inc., a finger- 
jointing mill located in the Lac-Saint-Jean region. Also, on June 1, 1998, the Company acquired the assets of 
two newsprint and value-added groundwood paper mills and three paper collection and sorting facilities 


_ located in the State of Texas. 


The earnings of all businesses acquired are included from the date of acquisition. 


The fair value of net assets acquired and the carrying value of net assets sold were as follows: 


Net assets 


Net assets 
ane eequired 23-0. 2 acquired 
Net assets acquired or sold 
Current assets $ 955 Sail 
Capital assets 5,349 144 
Other assets and investments 70 - 
Current liabilities assumed - (920) (26) 
Long-term debt and bank loan (2,868) (64) 
Employee future benefits (290) - 
Non-controlling interests (19) - 
Future income tax liabilities (340) (14) 
een SUL hg LS ae Reel zs 
Fair value of net assets acquired or 
carrying value of net assets sold $3,150 Se il 
Consideration paid (received) 
Cash S793 Seape(H| 
- Balance receivable - = 
5. SOD US CO een li cel ace ee em re SUG SS eae Neier 
$3,150 Se Gti 


Net assets 


acquired 


The pro forma condensed consolidated statements of earnings and cash flows for the year 2000 give 
effect to the business combination of Donohue Inc. and Abitibi-Consolidated Inc. as though it had taken place ~ 


on January 1, 2000. 


Pro Forma Condensed Consolidated Statement of Earnings 
Year ended December 31, 2000 
(in millions of Canadian dollars, except per share amounts) 


(Unaudited) 


SEES a ge Ea ac i a ee 
Operating profit 1,109 
Interest on long-term debt 494 
Earnings before goodwill amortization 388 
Net earnings $ 350 
Earnings and fully diluted earnings per share 

Before goodwill amortization $ 0.88 

Net earnings $ 0.80 
Weighted average number of common shares outstanding (in millions) 440 
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Notes to Consolidated Financial Statements 
December 31, 2000, 1999 and 1998 


Pro Forma Condensed Consolidated Statement of Cash Flows 
Year ended December 31, 2000 
(in millions of Canadian dollars) 


__{Unaudited) 


Operating activities 
Cash flows from operating activiti 


Financing activities 

Increase in long-term debt 
Repayment of long-term debt 
Dividends paid to shareholders 
Redemption of stock options 
oO 


Investing activities 


Business acquisition, net of cash acquired (41) © 
Additions to capital assets (610) 
Increase in cash during the year ona es 


4. Other expenses (income) 
(tabular dollar amounts in millions of Canadian dollars) 


anemia cou 

Interest income $ (8) $ (6) SSP 45) 
Discounts on sales of accounts receivable (note 13) 22 - - 
Gain on disposal of capital assets (29) (15) 
Amortization of deferred financing fees 7 3 3 
Write-off of unamortized financing fees and 

penalties on early retirement of debt 29 - 6 
isi eS eR SM APCD Gols s WB a x Ee Soke De Se oi saenied 19. 

$:124 § (15) S444 
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5. Income taxes 
(tabular dollar amounts in millions of Canadian dollars) 


The differences between the effective tax rate reflected in the provision for income taxes and the combined 
statutory income tax rate are as follows: 


fo 1989 21 naan eR aE 
Average combined income tax rate 39% 40% 40% 
Manufacturing and processing allowances (7) (7) (7) 
Recovery from disposal of a joint venture - (7) - 
Canadian large corporations tax 2 (5) 1 
ee rrr era he 7 Pret ar tin abe see BEN eee Sia: Se aS LE eas De 
Effective income tax rate 32% 21% 34% 


The temporary differences that give rise to future tax assets and liabilities at December 31 consist of 
the following: ' 


Non-current future income tax assets i 
Loss carry forwards Sasi $7) 58 


Non-current future income tax liabilities 
Capital assets $1,189 $ 503 


Significant components of the income tax expense are as follows: 


2000 


Current income tax expense Sie 75 $ 47 $ 146 
Future income tax expense relating to 

origination and reversal of temporal differences 138 15 (14) 
Income tax expense $ 191 SSS Semi 


Management believes that all future income tax assets will more likely be realized than not and 
accordingly no valuation allowance has been made. 


Notes to Consolidated Financial Statements 
December 31, 2000, 1999 and 1998 


6. Capital stock 


(tabular dollar amounts in millions of Canadian dollars) 


a) Authorized 
The Company is incorporated under the Canada Business Corporations Act and is authorized to issue an 
unlimited number of preferred shares and common shares. 


b) Issued common shares 
The first table below presents changes in the legally issued share capital of the Company from January 1, 1998 
to December 31, 2000. As described in note 1, the comparative year amounts shown in these consolidated 
financial statements are those of Donohue, including the issued share capital. The second table below 
presents changes in the legally issued share capital of Donohue in prior years. The number of common 
shares issued has been retroactively restated to reflect the share exchange described in note 1. 


NS ELS ot 2000 Scent ce 0) een 
Millions | Millions Millions 
POON Elston ant Sa Bouse Saale: Mae te De das of shales. ae 

Abitibi-Consolidated Inc. 
Common shares, beginning of year 190 2,552 190 2,550 194 2,599 
Issue of common shares 250 4,056 - - = = 
Difference between the stated ; 

capital and accounting value 

of shares issued to former 

shareholders of Donohue - (3,088) - - - - 
Exercise of stock options - - - 2 - 1 
Purchased and cancelled - - - - (4) (50) 
Common shares, end of year 440 3,520 190 Zone 190 2,550 
Donohue Inc. 
Class A and B shares, 

beginning of year 249 411 248 403 
Exercise of stock options 1 10 1 8 
Class A and B shares, end of year 250 421 249 411 
Preferred shards. Gs deciei Ac a 0 lao iia ene me sed auger ntetcis Wott 22 
Total capital stock, end of year 250 421 249 415 


The acquisition of Donohue Inc. was completed during 2000 with the issue of 250 million com- 
mon shares in exchange for all of the outstanding 135 million class A and class B shares of Donohue Inc. 

Under the reverse take-over method of accounting business combination, shares issued to 
Donohue’s shareholders are deemed to have the book value of Donohue Capital Stock prior to the acqui- 
sition date and the 190 million shares of Abitibi-Consolidated Inc. outstanding prior to the acquisition are 
assumed to be issued at $16.25 per share. 
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c) Stock Option Plan 
A summary of the status of the Stock Option Plan as of December 31, 2000 and 1999, and changes during the 
years ended on those dates, is presented below. The comparative information is of Abitibi-Consolidated Inc. 
alone and does not include stock option information of Donohue. 


EO. Dacre oN iS nati Se ae REE 

Weighted / Weighted 

Options/ average Option/ average 

Million of exercise Million of exercise 

shares i = i 

Outstanding at beginning of year 7.1 48 
Granted We 2.7 
Exercised > (0.1) 
Cancelled (1.2) (0.3) 


Outstanding at end of year 7.6 $ 16.38 es $ 17.10 


Options exercisable at end of year 3.9 - 3.1 - 


The following table summarizes information about stock options outstanding at December 31, 2000: 


Options outstanding Options exercisable ra 

Average Weighted Weighted 
remaining average average 
Options life exercise Options exercise 

Pete exeiclee pices A wa outstanding Aves) Price exercisable 5 3 pliced 
$13.25 to $13.42 ; te 9 $ 13.40 - $ 13.32 
$14.25 to $15.99 2.5 7 14.62 1.0 14.86 
$16.18 to $17.94 1.0 5 17.45 1.0 17.46 
$18.42 to $19.63 1.6 6 18.64 1.1 18.69 
$21.31 to $23.08 0.8 4 22.12 0.8 22.15 
76 = $ 16.38 3:9 $17.99 


Under this Plan, 12 million stock options may be granted at the end of the year. 

Outstanding employee stock purchase loans under this Plan totalled $5 million at December 31, 2000 
(1999 — $5 million) and are included in accounts receivable on the balance sheet. The loans mature at 
various dates from 2004 to 2009 and bear interest. They are generally secured by the related common stock 
of the Company. 


d) Earnings per share 

Basic earnings per share are based upon the weighted average number of common shares outstanding dur- 
ing the year. As described in note 1, the operations of the Company prior to April 18, 2000 are exclusively 
those of Donohue. For comparative purposes, the weighted average number of common shares outstanding 
for periods prior to April 18, 2000 are based upon the number of Donohue common shares then outstanding, 
restated to give effect to the share exchange referred to in note 1. 

Fully diluted earnings per share is based upon the weighted average number of common shares 
outstanding and stock options outstanding at the beginning of, or granted during, the year. Comparative 
amounts for prior periods have been restated as described in the paragraph above. 
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Notes to Consolidated Financial Statements 
December 31, 2000, 1999 and 1998 


7. Supplemental cash flow information 
(tabular dollar amounts in millions of Canadian dollars) 


pais Sct 200019991998 
Changes in non-cash operating working capital 
Accounts receivable $ 123 $2.30 — $§ (119) 
Inventories (16) - (11) 
Prepaid expenses 19 1 (5) 
Accounts payable and accrued liabilities 60 (40) 74 
__ 4, Income taxes payable "ic duce SUN elias) ae eee a (74). eel 
$ 179 $ (83) $ (30) 
Non-cash transactions excluded from consolidated cash flows 
Acquisition of capital assets included in 
accounts payable at year-end $. 68 Soul Ss 
Cash outflows from operations related to: 
Interest on long-term debt 288 94 1s 
Income taxes 71 126 118 


Cash and cash equivalents comprise cash on hand, demand deposits and banker's acceptances and commercial 
paper with a maturity of three months or less from the date of purchase that are recorded at cost, which approx- 
imates market value. 


8. Inventories 
(tabular dollar amounts in millions of Canadian dollars) 


Newsprint $ 101 $ 49 
Lumber 111 68 
Value-added groundwood papers and market pulp 52 13 
Logs, chips,other raw materials, and production and maintenance supplies | 0 Sone painted 
$ 804 $7379 


9. Capital assets 
(tabular dollar amounts in millions of Canadian dollars) 
ites BUSA lias leas te iat <tr A end ar le, 
Accumulated Net book 
me ee Ost 2) depreciation ee 
Buildings, pulp and paper mill production equipment $7,505 $1,325 $6,180 
Sawmill production equipment 500 231 269 
Woodlands, roads, camps and equipment 254 97 157 
Timberlands and cutting rights 122 35 87 
Hydroelectric power plants and water rights 947 43 904 
See OIE Ot seca eer did Sie i ge UE SECS le 
$9,753 $1,731 $ 8,022 


Net book 


value 


$1,931 


225 


v 


ee ee ee IA Ame PERN LT ee ER REO eG aR ee 


During the year, interest expense amounting to $13 million (1999 — $1.5 million, 1998 — nil) has been capitalized 
in connection with the modernization program of the Company’s facilities. Depreciation expense included in the 
determination of earnings was $511 million (1999 — $224 million, 1998 - $201 million). 


10. Other assets 
(tabular dollar amounts in millions of Canadian dollars) 


Deferred financing fees 

Deferred foreign exchange losses 
Employee future benefits 

Equity investments 


Amortization of deferred charges amounted to $27 million during the year (1999 — $3 million, 1998 — $9 million). 
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Notes to Consolidated Financial Statements 
December 31, 2000, 1999 and 1998 


11. Long-term debt 


(tabular dollar amounts in millions of Canadian dollars) 


a) Recourse 


Canadian and US revolving facilities bearing interest at 

floating rates based on bankers acceptance, prime, 

US base rate or LIBOR, maturing in 2001 and 2005 

(2000 US$130 million, 1999 US$79 million) $ 194 $ 114 
Canadian and US term loans bearing interest at floating 

rates based on banker's acceptance, prime, 

US base rate or LIBOR, maturing in 2005 


(2000 US$461 million, 1999 US$439 million) 691 637 
US$150 million 9.125% senior notes due May 15, 2005 225 218 
US$450 million 8.3% notes due August 1, 2005 675 - 
US$200 million 7.625% senior notes due May 15, 2007 300 291 
US$250 million 6.95% notes due April 1, 2008 342 - 
US$250 million 7.875% notes due August 1, 2009 362 - 
US$500 million 8.55% notes due August 1, 2010 750 = 
US$100 million 7.40% debentures due April 1, 2018 128 - 
US$250 million 7.50% debentures due April 1, 2028 ‘ 314 ; - 
US$250 million 8.5% debentures due August 1, 2029 355 - 
US$450 million 8.85% debentures due August 1, 2030 675 - 
US$75 million (1999 US$75 million) 

8.74% notes payable due 2005 - 109 
Other une tus ae MIS hie, ue Sana eictee a ne angek tenes Pen at a 22 2 eee 

5,014 1,372 
Less: Due within one year 17). $9) sis tial Gel eked wo Gai btw aiy ae ive rene een ee a Rete 
$ 4,780 $1,281 


On July 19, 2000, the Company issued US$1,400 million of notes and debentures comprising of US$450 million 
8.3% notes due in 2005, US$500 million 8.55% notes due in 2010 and US$450 million 8.85% debentures 
due in 2030. The net proceeds of these issues were used primarily to extinguish the bridge loan facility 
incurred in conjunction with the Donohue acquisition and to repay other indebtedness. 

On December 20, 2000, the Company and certain of its subsidiaries negotiated new credit facilities 
of $1,500 million or the equivalent in US dollars: revolving facilities of $800 million maturing in 2001 and 2005 
and term loans of $700 million maturing in 2005. These new facilities were used to repay the former bank facil- 
ities. The available portion of the revolving facilities was $533 million as at December 31, 2000. 

Certain notes and debentures of the Company were assumed in the business acquisition (referred 
to in note 1) and are accounted for at their fair value at the time of acquisition. The differences between nom- 
inal value and fair market value of these debts are being amortized over the terms of the debt. 
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The US$150 million senior notes issued by a subsidiary of the Company are redeemable at the 
subsidiary’s option, in whole or in part, at a premium to year 2003 and at par thereafter, plus accrued interest. 

Certain of the debt agreements contain restrictive covenants. In addition, the bank credit facilities 
require the Company to periodically meet specific financial ratios. At December 31, 2000, the Company met 
the required tests. 


b) Non-recourse 
The Company’s portion of the long-term debt of its US newsprint, Asian and other joint ventures is with 
recourse only to the assets of the joint venture entities. These loans are described as non-recourse as 
they have no recourse to the parent company but are secured by joint venture assets and consist of the 
following debt: : 


552000 Rs Ces iy 199) 
Alabama 
US$104 million LIBOR plus 2% term loans, maturing in 2002, 
with quarterly principal repayments of US$2.5 million { $ 156 $ = 
Alabama Recycling 
US$8 million 10.50% senior notes, maturing in 2007 12 - 
Augusta 
US$25 million 10.01% senior secured notes, maturing in 2004 37 - 
US$25 million 7.7% senior secured notes, maturing in 2007 34 - 
Pan Asia Paper 
US$79 million loans bearing interest at floating rates 
based on LIBOR, maturing in 2001-2004 119 = 
Korean Won 92 billion fixed-rate loans 
(8.99%-10.34%) maturing 2002-2006 109 - 
Capital leases and other borrowing facilities 79 = 
ou Sid hb aOR Eee peete ieee eltneee eae cet eee ete ae z 
578 = 
on SMO DISS WS STC WS ee SAR ed, Ae he Shen 93 = 
$ 485 lees 


Pan Asia Paper has a line of credit of US$75 million and Augusta has a line of credit of US$5 million, 
bearing prevailing market interest rates. Those lines of credit were undrawn as at December 31, 2000. 

Joint venture distributions are subject to certain restrictions until these loans are repaid in accor- 
dance with the loan agreements. 
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pS SEES eR eee SIP eS) Nene 


12. Employee future benefits 


- (tabular dollar amounts in millions of Canadian dollars) 


The Company maintains contributory defined benefit pension plans covering certain groups of employees. The 
Company has an obligation to ensure that these plans have sufficient funds to pay the benefits earned. These 
plans provide pensions based on length of service and certain average employee earnings. Pension benefit obli- 
gations were based on an assumed discount rate of 6.75% and an assumed compensation rate increase of 
3.39%. The assumed long-term rate of return on pension plan assets was 8.56%. The Company provides other 
defined benefit plans consisting of group health care and life insurance benefits to eligible retired employees and 
their dependents. The Company also sponsors various defined contribution pension plans. 
Information about the Company’s defined benefit pension plans, in aggregate, is as follows: 


Plans having a Plans having a | Plans having Plans having | 
lgarcia eee i ye ametassetin re ener iain 
Change in accrued benefit obligation { 
Accrued benefit obligation at beginning of year $ 436 SAL $ 406 $ 152 
Acquisition of Abitibi-Consolidated Inc. 836 1,433 - - 
Service cost 25 36 12 8 
Interest cost 70 83 30 12 
Special early retirement program (6) - 11 - 
Actuarial loss attributable to experience 31 35 = - 
Foreign exchange loss (gain) 1 (1) - - 
SEU JEN ei gk cal al Ea RE ‘see oes laa Sa OY ae ee Sede Ra LSID 
Accrued benefit obligation at end of year $1,324 $ 1,693 $ 436 Sinlvat 
Change in plan assets 
Fair value of plan assets at beginning of year $ 497 $ 156 $ 449 Se135 
. Acquisition of Abitibi-Consolidated Inc. 881 1,198 - = 
Return on plan assets 92 85 61 15 
Foreign exchange gain 1 3 = = 
Employer contributions 22 28 5 4 
Plan participants’ contributions 8 14 5 3 
ODS CS ea SOs es Rc) Ae Sele | ae (25) wast re eneat lh 
Fair value of plan assets at end of year $1,432 $1,420 $ 497 $ 156 
Funded status of the plans 
Funded status of the plans — surplus (deficit) $ 108 $ (273) $ 61 $ (15) 
Unrecognized prior service cost - 2 = = 
Net amount recognized $ 136 $ (255) § (15) 
Amount recognized in the balance sheet consists of: 
Prepaid benefit cost $ 136 ye) 
Net amount recognized $ (119) $ 46 
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Notes to Consolidated Financial Statements 
December 31, 2000, 1999 and 1998 


Information about the Company’s defined benefit pension plans, in aggregate, is as follows: 


Change in accrued benefit obligation 


Accrued benefit obligation at beginning of year $ 45 Sre4s 
Acquisition of Abitibi-Consolidated Inc. 96 - 
Service cost 3 1 
Interest cost 8 3 
Actuarial loss attributable to experience 5 - 
Foreign exchange loss ie ie 
Accrued benefit obligation at end of year $ 151 $ 44 


Change in plan assets 


Employer contributions So rey. $ 3 
Fair value of plan assets at end of year $oNS ees 


Funded status of the plans 


Funded status of the plans — surplus (deficit) $ (151) 
perce age oS 
Net amount recognized, consists of accrued benefit liability $ (143) 
Amount recognized in the balance sheet consists of: 
Accrued benefit liability $ (143) $ (44) 
Pension and other benefit costs of these plans is as follows: 

ey aes ON eee cians? 
Current service cost $ 42 Soni Sas 
Interest cost on earned benefit obligations 163 45 41 
Estimated return on plan assets (177) (45) (40) 
Other COmMPONERES Fe Ae See ee ee eee ok Ai C6) wheal 
Net cost S27, $ 14 S$ Veale 
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13. Financial instruments and risk management beta o / : oe. 


Foreign exchange risk management : es 

The Company uses various financial instruments to reduce its exposure Peas. aaeeine ae 

Furthermore, the long-term debt expressed in US dollars is also considered as an effective t a 

exchange risk related to the future revenue streams originating from sales denominated in US dollars. : 
The Company had the following US dollar foreign Ae forward contra 

December 31 for the purchase of foreign currencies: 


The Company had the following US dollar options oustanding at December 31 
foreign currencies: fe 


The gains and losses on foreign exchange contracts are recognized ee when the related hedged 
revenue is recorded. As at December 31, 2000, the Company would have had to pay $126 million (1999 would 
have received $11 million) had it settled its then outstanding foreign exchange contracts and options. Of that 
potential obligation, an amount of $59 million payable has been recorded as part of the reverse takeover 
accounting, when all of the foreign exchange contracts of Abitibi-Consolidated Inc. were marked to market. 


sick ad Sotto aed 


Notes to Consolidated Financial Statements 
December 31, 2000, 1999 and 1998 


Interest rate risk management 

From time to time, the Company uses interest rate swap agreements whereby it is committed to exchange with 
the contracting parties, at specific intervals, the difference between the fixed and floating interest rates or with- 
in a specified range of interest rates calculated by reference to the notional amounts. No such contracts were 
outstanding as at December 31, 2000. 


Credit risk management 

The Company is exposed to credit risk on the accounts receivable from its customers. In order to manage its 
credit risk, the Company has adopted credit policies, which include the analysis of the financial position of its 
customers and the regular review of their credit limits. In some cases, the Company requires bank letters of 
credit or subscribes to credit insurance. The Company did not incur significant bad debt expenses in any of the 
last three years. 

The Company does not have significant exposure to any individual customer. Its customers are main- 
ly in the newspaper publishing, specialty paper, commercial printing and lumber wholesaling and retailing 
businesses. 

The Company has an ongoing program to sell accounts receivable, with minimal recourse, to major 
financial institutions pursuant to sale agreements. The Company acts as a service agent and administers the. 
collection of the accounts receivable sold pursuant to these agreements. At December 31, 2000, these finan- 
cial institutions owned $650 million of such receivables, with a maximum risk exposure to the Company of 
$39 million. 


Fair value of financial instruments 
The carrying amount of cash and cash equivalents, accounts receivable, and accounts payable and accnien 
liabilities approximates their fair value because of the short-term maturities of these items. 

The differences between the carrying and the fair value of long-term financial instruments con- 
tracted by the Company arise from changes in interest and exchange rates between the inception dates of 
these contracts and the balance sheet date. The Company does not hold financial instruments for speculative 
purposes and the effect on the financial statements may vary depending on future changes in interest and 
exchange rates. See note 11 “Long-term debt” for a comparison of the carrying and the fair values of the 
Company’s long-term debt. 


14. Contingent liabilities 

In the normal course of its business activities the Company is subject to a number of unrelated claims and legal 
actions that may be made by customers, suppliers and others in respect of which either an adequate provision 
has been made or for which no material liability is expected. 


15. Comparative figures 
Certain comparative figures presented in these consolidated financial statements have been restated to conform 
to the current year’s presentation. 
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16. Differences between Canadian and United States generally 
accepted accounting principles 
(tabular amounts in millions of Canadian dollars, except per share amounts) 


SR A a RE ead AY Te I 


The Company’s consolidated financial statements have been prepared in accordance with generally accepted 
accounting principles (“GAAP”) in Canada which, in the case of the Company, conform in all material respects 
with US GAAP, with the following material exceptions: 


a) The Company includes in earnings gains and losses on US dollar debt hedged by anticipated future net 
operating cash flows when the related revenue is earned. Under US GAAP, any unrealized exchange gains 
or losses on US dollar debt hedged by anticipated future net operating cash flows would be recognized in 
income immediately. 


b) The Company has outstanding foreign exchange forward contracts, which it designates as a hedge of 
anticipated future revenue. Under US GAAP, any unrealized gains or losses on such foreign exchange 
forward contracts would be recognized in income immediately. 

In 1998, FASB Statement 133 was issued in the United States. This Statement addresses accounting 
and disclosure requirements for derivative instruments and hedging activities. The Company is required to 
adopt the Statement at the latest in fiscal year 2001. There should be no significant impact from adopting 
this standard on the net assets, earnings and equity of the Company under US GAAP when compared to 
those before the adoption of the standard. 


c) In Canada, gains or losses on the early retirement of long-term debt are included in earnings before extraor- 
dinary items. In the United States, those items are specifically classified as extraordinary. 


d) The Company accounts for its joint venture investments using the proportionate consolidation method. 
Under US GAAP, these joint ventures would be accounted for using the equity method. 


e) The Company recorded the redemption of Donohue’s stock options as a capital transaction charge to 
retained earnings. Under US GAAP, in accordance with FASB Statement 123, a compensation cost would 
have been recorded to earnings upon the early settlement of the options. 


f) Canadian GAAP permits the acquirer in a business combination accounted as a purchase to adjust to fair 
value specific assets and obligations of the acquirer as if they were those of the acquired Company. These 
are referred to as the duplicate property provisions. US GAAP does not permit this accounting treatment in 
accordance with EITF Abstract 95-3. 


g) The Company deducts the distribution costs from gross revenue in determining the net sales on its 


Consolidated Statement of Earnings. Under US GAAP, in accordance with EITF Abstract 00-10, these 
costs would be included in the cost of products sold. 


Abitibi-Consolidated 2000 | 57 


Notes to Consolidated Financial Statements 
December 31, 2000, 1999 and 1998 


The following financial information is presented in accordance with US GAAP, reflecting the 
adjustments disclosed above. 


Effects on the Consolidated Net Earnings 


Net earnings, as reported in the consolidated 


statements of earnings per Canadian GAAP $ 367 $ 216 Syi229 
Current year adjustments : 
Foreign currency translation (a) (76) 68 (67) 
Derivative financial instruments (b) (78) 49 (9) 
Redemption of stock options (e) (49) ~ - 
Duplicate property adjustments related to the business combination (f) (67) - - 
Write-off of financing charges and foreign 
exchange losses on early debt retirement (c) 20 - - 

Goodwill amortization (f) 1 - - 
Less: Applicable income taxes on the above Bs ois estate (38), sia 


Earnings before extraordinary item, 


as adjusted per US GAAP 184 295 178 
Extraordinary item stetat applicable jncomme: faves (On his ae eee eee (4). quot Sa 
Net earnings, as adjusted per US GAAP $ 170 § 295 $ 178 


Per share data (basic and diluted) 


Net earnings, as reported per Canadian GAAP $ 0.96 $ 0.86 $ 0.93 
Net earnings, as adjusted per US GAAP $ 0.44 $ 1.18 SON 
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Condensed consolidated balance sheet 


au Len fae intl 


Canadian US 

Be Ania. se ees ond 
Current assets $ 1,659 $ 1,418 § 791 $ 814 
Capital assets 8,022 7,085 2,668 2,668 
Investments 57 575 2 2 
Other assets (a) 180 23 99 63 
Goodwill (f) 1,337 1,269 154 154 
Current liabilities (b) 1,698 1,626 431 491 
Long-term debt 5,265 4,687 1,281 1,281 
Non-controlling interests 60 40 45 45 
Employee future benefits 262 262 44, 44 
Future income taxes (a)(b)(f) 875 823 424 410 
Common shares 3,520 3,520 421 421 
Retained earnings (399) (563) 1,053 1,037 
Condensed consolidated cash flows 

i Ral go0 1 serene eee 
Cash flows from operating activities $ 1,013 $ 364 $ 409 
Cash flows from financing activities (416) (62) 438 
Cash flows from investing activities (501) (371) (787) 
Cash and cash equivalents, end of year 120 24 95 


Other disclosures 


Under US GAAP, the Company is required to prepare a distinct statement of comprehensive income. This 
statement would be as follows for the years ended December 31, 2000, 1999 and 1998: 


1999) 1988 | 
Net earnings, as adjusted per US GAAP $ 295 | $ 178 
Other comprehensive income 
a a re solo adiistenerit on tnwesementio foreign subsidiaries is BE) Mee a GI In jac aN ce 
Comprehensive income $ 138 $ 244 $ 220 
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Abitibi-Consolidated Inc. 
Historical Review 
(in millions of Canadian dollars, except per share amounts) 


Earnings? 
Net sales $5,677 $2,484 $2,296 $1,745 
Cost of products sold 3,994 1,822 1,547 1,170 
Selling, general and administrative expenses 168 66 64 

Depreciation and amortization 511 224 201 173 
Operating profit 1,004 372 484 ; 348 
Interest on long-term debt 379 94 87 

Other expenses (income) 21 (15) 14 

Earnings (loss) before the under-noted items 604 293 383 265 
Income tax expense 191 Di, 129 101 
Non-controlling interests 16 10 15 

Goodwill amortization 30 10 10 

Net earnings (loss) 367 216 229 155 
Earnings (loss) per share"? 0.96 0.86 0.93 0.63 
Dividends declared per share” 0.36 0.24 0.22 0.20 


Balance Sheet” 


Current assets $1,659 $ 791 $ 860 $ 571 
Capital assets 8,022 2,668 2013 1,898 
Goodwill 1,337 154 158 

Other assets 237 101 A 

Current liabilities 1,698 ; 431 547 379 
Long-term debt 5,265 1,281 1,341 742 
Future income taxes 875 424 400 219 
Other liabilities 262 44 42 

Non-controlling interests 60 45 61 

Shareholders’ equity 3,095 1,489 1,377 1,165 


Book value per share" 7.03 5.99 5.57 469 


(1) Financial information per share and the number of shares have been calculated to reflect the three for two and the two for one 
stock split in 1999 and 1994, and the impact of share exchange based on reverse take-over method of purchase accounting in 2000. 

(2) "Cash flows” figures for 1997 to 2000 inclusive reflect CICA new recommendations. The entry was formerly “Changes in 
financial position”. ; 

(3) Financial statements figures for 1998 to 2000 inclusive reflect CICA new recommendations regarding future income taxes and employee 
future benefits. 

(4) Financial results prior to April18, 2000 represent Donohue Inc. operations only and results of Abitibi-Consolidated Inc. are included 
only from that date. 
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_ $1,638 
1,029 


148 


Peto ky 2 Noe | 
$ 470 $ 611 
394 443 
34 27 
42 49 
= 92 

17 24 
30 (19) 
(47) 87 
(17) 29 
28 29 
(58) 29 
(0.33) 0.16 
0.03 0.09 
$ 287 $ 338 
575 520 
17 44 
111 113 
276 175 
82 77 
70 132 
340 405 
1.86 2.22 
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Abitibi-Consolidated Inc. 
Historical Review 
(in millions of Canadian dollars) 


Cash Flows?) 
Operating activities 
Net earnings and items not affecting cash $1,013 $ 458 $ 456 Sars 
Shsnges Non Cast Opelaine NOPE tree a es WOES tatet tees G2). ee 
1,192 375 426 367 
Financing activities 
Net proceeds of issuance of shares 3 10 8 6 
Increase in long-term debt 5,316 144 874 306 
Repayment of long-term debt (4,015) (140) (373) (574) 
Increase (decrease) of bank loan - (12) (2) 2 
Dividends (1,746) (68) (71) (59) 
Other oils is 2) CSO ysis eee e ee eet eee (OO}F i: jae h PE URAS) As tae (6) (6) 
(532) (72) 430 (325) 
Investment activities 
Additions to capital assets (528) (290) (119) (86) 
Business acquisition, net of cash acquired (41) (82) (675) (9) @ 
Acquisition of non-controlling interests in subsidiary companies - - - = 
then 7200 Fis PE SCA oe aie Re RMLs ets 2 0) 
(560) (372) (795) (89) 
Increase (decrease) in cash and cash equivalent $ 100 $ (69) Se oi $ (47) “@ 
Shipments 
Newsprint (in thousands of tonnes) 4,667 2,275 1,848 1,439 
Value-added groundwood papers & market pulp 
(in thousands of tonnes) 1,739 614 Sy ft 425 
Lumber (in millions of board feet) 1,828 1,476 1,325 1,275 
Ratios 
Return on shareholders’ equity” 16.0 el 4s7 18.0 14.1 
Net long-term debt to total capitalization - 0.63 0.46 0.46 0.41 


(1) Financial information per share and the number of shares have been calculated to reflect the three for two and the two for one 
stock split in 1999 and 1994, and the impact of share exchange based on reverse take-over method of purchase accounting in 2000. 

(2) “Cash flows” figures for 1997 to 2000 inclusive reflect CICA new recommendations. The entry was formerly “Changes in financial 
position”. gr 

(3) Financial statements figures for 1998 to 2000 inclusive reflect CICA new recommendations regarding future income taxes and employee 
future benefits. 

(4) Financial results prior to April18, 2000 represent Donohue Inc. operations only and results of Abitibi-Consolidated Inc. are included only 
from that date. 
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eee eer AEDs cacnna pers egecmncccahomsbacaaesy (ices Ua a eM Manse catrcuereerscowsrerepomtontecesaoeesiwk)) © SY YuvsshiorvanatecdegeScemascpevenseiiayronaactonerh | —_ Aas ndensevbnnsenaunounnosesisbostavastonlannbor 


§ 411 § 334 $ 192 $ 89 § 30 $ 54 $ 103 
ae ALS AES ose SMe | Via A ae (37) #0 
343 365 228 84 76 17 113 
181 1 64 1 40 m2 1 
957 87 86 78 168 160 - 

(284) (126) (75) (115) (291) (48) (49) 

4 (3) 19 (22) 19 2 (7) 

(71) (56) (18) (2) (2) (16) (50) 

(15) (1) AOC: Ae ae, UL) REM alas (OD 2g cer ca. te kt) re ie cee eeate 

772 (98) 63 (61) (69) 97 (105) 

(103) (148) (59) (23) (23) (33) (23) 
(1,068) (38) (105) zi E: 2 = 

ss (100) = z (1) (121) (2) 
es. : Pet ietsh est = i ints z _B) z 
(1,171) (286) (163) (23) (24) (185) (25) 

$ (56) $'- (19) $ 128 es SVs) $(71) Soetit) 
1,189 540 544 478 476 415 498 
406 372 324 316 301 261 275 
1,136 971 827 654 601 470 572 

| 22.3 38.3 25.1 4.5 (4.4) (16.1) 73 
| 0.48 0.11 0.17 0.26 0.32 0.40 0.15 
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Quarterly Financial Information 
Consolidated Statement of Earnings 


(in millions of Canadian dollars, except per share amounts) 


Net sales 


Cost of products sold 
Selling, general and administrative expenses 
Depreciation and amortization 


Operating profit 


Interest on long-term debt 
Other expenses (income) 


Earnings before the under-noted items 


Income tax expense 
Non-controlling interests 


Earnings before goodwill amortization 


Goodwill amortization 


Net earnings for the period 


Earnings and fully diluted earnings per share 
Before goodwill amortization 
Net earnings 


Weighted average number of common shares 
outstanding (in millions) 
Common shares outstanding at end of period (in millions) 


Shipments 


Newsprint” 
Value-added groundwood papers and market pulp” 
Lumber”) 


(1) in thousands of tonnes 
(2) in millions of board feet 
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250 
250 


593 
140 
411 


2nd 4th Year 

ere quarter | quarter 2000 
Peo SAB 1 eS ee 36)o ay Ee eos $5,677 
1,083 1,203 1,235 3,994 
46 53 53 168 
KDE ELS RON MONE ER eh eo 511 
215 324 360 1,004 
104 126 124 379 
Sues 8) Sle ear 25. i Semeen (4) 21 
112 lws 240 604 
39 52 75 191 
sh Nene Boe elu) Sun Ba Re oa 16 
70 HITE 158 397 
mage bee 9! i NO 8 
Sino $107 $ 148 $ 367 
$ 0.17 $ 0.27 S$ 0.36 § 1.03 
SOS $ 0.24 $ 0.33 $ 0.96 
404 440 440 384 
440 440 440 440 
eon 1,421 1,396 4,667 
463 567 569 1,739 
502 495 420 1,828 


Quarterly Financial Information 
Consolidated Statement of Earnings 
(in millions of Canadian dollars, except per share amounts) 


1st 
er quarter 
TET 2 od aes Aaa iN eRe eae $586. 
Cost of products sold 414 
Selling, general and administrative expenses 17 
Bemecciation.and amortization: 
Operating profit 103 
Interest on long-term debt 24 
(AS BSAC Aiea eee one ee emaates (5) 
Earnings before the under-noted items 84 
Income tax expense 28 
(OOS G AS  Oe aoe eee eee 2 
Earnings before goodwill amortization 53 
(DEE SOG SEE A ee ea ea ae Te a 
Net earnings for the period S050 
Earnings and fully diluted earnings per share 
; Before goodwill amortization $ 0.21 
q Net earnings $ 0.20 
Weighted average number of common shares 
outstanding (in millions) 249 
Common shares outstanding at end of period (in millions) 249 
Shipments 
Newsprint” 506 
Value-added groundwood papers and market pulp" 146 
Lumber” 340 


2nd 
quarter - 


3rd 
quarter | 


4th 
quarter | 


1999 


Year 


ean 
1,822 


bea 


138 
375 


170 
368 


160 
393 


(1) in thousands of tonnes 
(2) in millions of board feet 
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REPORT OF THE CORPORATE GOVERNANCE COMMITTEE 


Both the Board and management of the Company strongly believe in the intrinsic value of having com- 
prehensive and open governance practices. The establishment of governance practices not only promotes man- 
agement accountability, it also ensures that the Board can function independently from management. 

Over the past two years, in keeping with one of the Company’s core values of “continuous improve- 
ment”, the Board has initiated a review of the effectiveness of its corporate governance practices; the purpose 
being the enhancement of shareholder value. 

We have set our objectives high, and while we might not have accomplished all we had set out to do 
in 2000, we believe that we are going in the right direction. We can look back on our accomplishments in 2000 
and proudly report the following: 


* The structure of our Board was improved; not only did we make progress towards greater 
diversity, the average age of directors was lowered and the size of the Board was reduced from 
15 members to 12. 

* Following the acquisition of Denon we integrated three new directors who were nominees 
of Donohue. 

On April 27, 2000, the Company implemented a new Directors Stock Option Plan intended 
to increase the directors’ equity stake in the Company to better align the interests of our 


shareholders and those of the Board. Pursuant to such plan, directors are required to meet 
stock ownership guidelines of three times their annual retainer within five years. 
* The structure of the committees of the Board was also improved as a result of the implementation 
of a new policy providing for a rotation of committee members. 
The Finance Committee was eliminated based on the conclusion that its mandate was 
duplicative of responsibilities already discharged at the Audit Committee and the Board levels. 
* We have developed an improved evaluation process for the Board as a whole and also for 
directors individually, which we expect to be fully implemented in 2001. 


It has been an honour to serve you as Chair of the Corporate Governance Committee. 
Ronald Y. Oberlander 


Chair 
Corporate Governance Committee 
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CORPORATE GOVERNANCE PRACTICES 


Both the Board and management recognize that good corporate governance is central to the prudent opera- 
tion of the Company. To this end, the Company has adopted several policies aimed at ensuring the effective- 
ness of the process and structure used to direct and manage the Company in compliance with the corporate 
governance guidelines of the Toronto Stock Exchange. 

The Corporate Governance Committee is responsible for the development of the Company’s corpo- 
rate governance practices. 


Responsibilities of the Board 
The Board recognizes it is responsible for the stewardship of the business and affairs of the Company. The 
Board seeks to discharge such responsibility by reviewing, discussing and approving the Company’s strategic 
planning and organizational structure, and supervising management to ensure that the foregoing enhance and 
preserve the underlying value of the Company for the benefit of all shareholders. As part of the strategic plan- 
ning process, the Board reviews, to the extent possible from management’s reports, the principal opportunities 
and risks of the Company’s business plan. The Board monitors the integrity of corporate internal control 
procedures and management information systems to manage such risks and ensure that the value of the under- 
lying asset base is not eroded. The performance of management is also supervised to ensure that the affairs of 
the Company are conducted in an ethical manner. Throughout the year, the Board holds regular meetings 
where management is invited to present its recommendations on developments and issues of current relevance 
related to the Company’s products or services and to respond to questions. The Board receives systematic 
updates at such meetings as to the Company’s lines of business and their respective strategy and performance. 
In addition, each year the Board holds a separate session dedicated to discussions of key strategic issues. 
Additional meetings are held from time to time as deemed necessary. 

The Board discharges its responsibilities both directly and through its committees. The Board has 
retained specific authority to grant final approval with respect to each of the following matters, in addition to 
those that require Board approval under applicable law: 


(a) the strategic direction of the Company, including the three-year plan; 
(b) material contracts, acquisitions. or dispositions of the Company's assets; 


(c) the annual strategic plan, operating and capital budgets; and 
(d) President and Chief Executive Officer and senior executive hiring, 
performance evaluation, compensation and succession plans. 


The Board from time to time delegates to senior executives the authority to enter into certain types of 
transactions, including financial transactions, subject to specified limits. Investments and other expenditures 
above the specified limits, and material transactions outside the ordinary course of business are reviewed by 
and subject to the prior approval of the Board. 

The Board, any committee thereof and any individual director may engage independent external 
advisors at the expense of the Company to assist them in discharging their responsibilities where needed. 

There have been nine regular meetings of the Board in 2000. 
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Composition of the Board 

The size of the Board is authorized by the articles of the Company to be between three and twenty-one. 
The Board currently consists of 12 members. The Board believes that such number of directors is large enough 
to allow the directors to benefit from a wide variety of ideas and viewpoints without compromising the com- 
munication among the directors and between the directors and management. The Board periodically examines 
its size to determine whether it achieves the appropriate balance. 

The Board has established a number of committees to facilitate the flow of information concerning 
the Company to the directors, and to monitor the efficiency of management’s decisions and the development 
of management’s expertise. 

The Company currently has a Chairman who is not a member of management. See “Role of the 
Chairman” below. } 

When recruiting new directors, the Company conducts a comprehensive education and orientation 
program for such directors, which includes distribution of appropriate information materials and orientation ses- 
sions with other board members and senior management. 

The Company has no shareholder that has the ability to exercise a majority of the votes for the elec- 
tion of the Board. 

‘Pursuant to the terms of a support agreement entered into between the Company and Donohue at the 
time of the acquisition of Donohue (as described more fully in the Company’s Offers to Purchase related to the 
acquisition of the shares of Donohue dated February 25, 2000 (the “Offers to Purchase”)), for as long as 
Quebecor has an economic interest in at least 10% of the outstanding shares of the Company, the Company 
has agreed to include three nominees proposed by Donohue in the slate of proposed nominees for election 
to the Board at any shareholders meeting (or two or no nominees if, on the date of any management proxy 
circular prepared in connection with any such meeting Quebecor no longer has an economic interest in at least 
5% or 2%, respectively, of the outstanding shares of the Company). ‘ 

The Board has reviewed its membership and has determined that, 11 of the directors are “unrelated” 
directors. An “unrelated” director is a director who is independent of management and free from any interest 
in any business or other relationship which could, or could reasonably be perceived to, materially interfere 
with the director’s ability to act in the best interests of the Company, other than interests in relationships 
arising from shareholding. John W. Weaver, the President and Chief Executive Officer, is a “related” director 
because he is an employee of the Company. 


Shareholder/Investor 

Communications and Feedback 

The Company has an Investor Relations Department (the “Department’) that is responsible for facilitating the 
two-way communication between senior management and the Company’s current and potential shareholders 
and financial analysts. ; 

The Department’s role is to ensure clear and direct communication of the Company’s performance, 
actions and strategy to all shareholders and to others in the investment community. Information is disseminated 
through annual and quarterly reports, the annual meeting and frequent investor presentations. Information 
about the Company (including, the Company’s most recent annual and interim reports, annual information 
form, management proxy circular and press releases) is also provided on Abitibi-Consolidated’s website at 
www.abicon.com. On a regular basis, the Department receives and responds to all shareholders’ inquiries in 
an appropriate, timely and conscientious fashion. 

The Department provides feedback from the shareholders to senior management and the Board, where 
appropriate. The Department regularly encourages shareholders to voice their comments, concerns and suggestions. 
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Board Expectations of Management 

The information which management provides to the Board is critical to the effective functioning of the Board. 
The directors must have confidence in the data gathering, analysis and reporting functions of management. 
The Corporate Governance Committee monitors the nature of the information requested by and provided to_ 
the Board so that it is able to determine if the Board can be more effective in identifying opportunities and 
risks for the Company. 

The Board does not believe that it is appropriate for it to be involved in the daily management and 
functioning of the Company. It expects that management will be responsible for the effective, efficient and pru- 
dent management of the Company subject to the stewardship responsibilities of the Board. The Board expects 
management of the Company to meet the following key objectives: 


(a) to report to the Board-in a complete, accurate and timely fashion, on the business and affairs 
of the Company generally, and on any matters that management considers to be of material 

. or significant consequence for the Company and its shareholders; 

(b) to take timely action with respect to, and make all appropriate decisions required by the 
Company's operations in accordance with all applicable legal or other obligations and within 
the framework of the corporate policies in effect, with a view towards enhancing shareholder 

value; i 

(c) to conduct a comprehensive annual budgeting process under the guidance of the Board and 
to monitor closely the Company’s financial and operating performance in conjunction with 
the annual corporate objectives approved by the Board; 

_(d) to review on an ongoing basis, and subject to ultimate Board supervision, the Company's 
short-term and long-term strategies and their implementation in all key areas of the 
Company's activities in light of, among other factors, evolving market conditions, technology, 
and governmental regulations; and 

(e) to implement appropriate policies and procedures to assure a high level of conduct and 
integrity of the Company's management and employees. 


Role of the Chairman : 

The Chairman of the Board is charged with the responsibility of ensuring the efficient operation of the Board 
and its committees. As an ex-officio member of each committee of the Board, one of the Chairman’s principal 
duties is to properly evaluate the effectiveness of the committee structure and the quality of management’s work 
that is presented in support of the decision making process of the Board. Mr. Richard Drouin, O.C., Q.C. is the 
current Chairman of the Board of the Company. Mr. Pierre Karl Péladeau serves as Vice-Chairman of the Board. 
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MANAGEMENT 


John W. Weaver, 
President and Chief Executive Officer 


Louis-Marie Bouchard, 
Senior Vice-President, Woodlands and Sawmills 


Pierre G. Coté, 


Senior Vice-President, International Newsprint Operations 


and Energy 


Alain Grandmont, 
Senior Vice-President, Value-Added Paper Operations 


Denis Jean, 
Senior Vice-President, Northern Newsprint Operations 


Colin Keeler, 
Senior Vice-President, North American Sales 


Daniel Perkins, 
Senior Vice-President and Chief Financial Officer 


Paul Planet, 
Senior Vice-President, International Sales 


David Schirmer, 
Senior Vice-President, Value-Added Paper Sales 


‘Thor Thorsteinson, 
Senior Vice-President, Southern Newsprint Operations 


Bruno Tremblay, 
Senior Vice-President, Technology Services 


Jacques P. Vachon, 
Senior Vice-President, Corporate Affairs and Secretary 


Viateur Camiré, 
Vice-President, Human Resources 


Allen Dea, 
Vice-President and Treasurer 


Yvan Gingras, 
Vice-President and Controller 
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2000 | BOARD OF DIRECTORS 
| 
| 


As at the time of printing, the 
following members made up 
the Board-of Directors: 


L 


| Arnold F. Brookstone” 


Corporate Director, 


Chicago, Illinois 


| 
Mr. Brookstone is Chairman of the Board 
of Trustees of the ABN AMRO family of 
mutual and money-market funds. He is 
also a Director of Donnelly Corporation 
(DON, NYSE), MFRI Inc. (MFRI, NASDAQ) 
and a number of privately-owned com- 
panies. Mr. Brookstone retired in 1996 as 
Executive Vice-President, Chief Financial 
& Planning Officer of Stone Container 
Corporation (subsequently merged into 
Smurfit-Stone Container Corporation). 
A lawyer and a certified public accoun- 
tant, Mr. Brookstone has a Juris Doctor 
degree from De Paul University and a 
Bachelor of Science degree from the 
University of Illinois. 


| H. Earl Joudrie 
| Chairman, Algoma Steel Inc. and Gulf 


| Canada Resources and President of 
A.G. Resources Corporation, 


Toronto, Ontario 


Over his career, Mr. Joudrie has held 
a variety of executive positions in a 
number of resource based corporations, 
including that of Chief Executive of 
Dome Canada Limited, Encor, Voyager 
Petroleums Ltd., Ashland Oil Canada Ltd. 
and as Senior Vice-President and Group 
Operating Officer of Ashland Oil Inc. 
and Algoma. Mr. Joudrie holds several 
other directorships, among them: 
ATCO, Canadian Tire, Zargon Oil and . 
Gas, Carma Consolidated and Trention 
Steel Works. 


Gordon C. Gray, F.C.A. 


[ClaudeHélie? sd 


Richard Drouin, O.C.,Q.c.” 
Chairman of the Board, i 
Abitibi-Consolidated Inc., 

and Partner, McCarthy Tétrault 
Sillery, Québec 


A lawyer specializing in commercial, 
corporate and energy laws, Mr. Drouin 
obtained his law degree from Laval 
University. Chairman and C.E.O. of 
Hydro-Québec from 1988 to 1995. An 
Officer of the Order of Canada and hold- 
er of an honorary doctorate degree from 
the University Lumiére in Lyon, France. 
A former teacher of industrial relations 
at various universities and the Interna- 
tional Centre for Research and Studies in 
Management. Mr. Drouin is Chair of the 
Board of Trustees of l'Université Laval 
and Honourary Consul for Great Britain in 
Québec. He is also a director of a number 
of corporations, including: Morgan Stanley 
Canada (Vice-Chair), American Supercon- 
ductor Corporation, TVA Group, Canadian 
Niagara Power, Provigo and Stelco. 


| 
Chairman, Rio Algom Ltd., $ | 
| 
| 


A chartered accountant who began 
his career with Price Waterhouse after 
obtaining a B.Comm. from Queen's 
University. Former Chairman and Pre- 
sident of Royal LePage, where he served 
in a variety of executive posts for over 
35 years. In October, 2000 Mr. Gray was 
appointed Chairman of North American 
Metal Distribution Inc. He is also a 
Governor of the Olympic Trust of Canada, 
Honorary Chairman of Royal LePage 
Limited and sits on the Board of a number 
of corporations, including McDonald’s 
Corporation and Rio Algom Limited. 


: 7 

C. Edward Medland ] | Ronald Y. Oberlander™ | 
President, Beauwood Investments Inc., | Corporate Director, $ | 
Toronto, Ontario | | Montréal, Québec | 
i 


Former Chairman and CEO of Wood 
Gundy Inc. and Chairman of the Boards 
of Cadillac Fairview Corp. and the 
Investment Dealers’ Association of 
Canada. Mr. Medland is a graduate of 
the University of Toronto and holds a 
variety of other directorships, including: 
Global Telecom Corp., MCM Split Share 
Corporation and Premium Income Corp. 
Mr. Medland holds an honourary direc- 
torship at The Seagram Company and 
is former Chairman of the Ontario 
Teachers’ Pension Plan Board. 


Holds a degree in Commerce from 
Sir George Williams University. 
Mr. Oberlander has held a number of 
senior positions in the Canadian paper 
industry. Former President of Inter-City 
Papers Limited and Lauzier Little Inc., 
he moved to Abitibi-Price in 1981 and 
was appointed President and CEO in 
1991 and Chairman and CEO in 1996. 
Mr. Oberlander was Operating Chairman 
of Abitibi-Consolidated from 1997-1999 
and Chairman of the Board until April, 
2000. Currently, he serves on the Board of 
Directors of Canadian Tire Corporation. 


| Executive Vice-President and Chief _ a 
adc dl SC tS Ue | 


be ae 


i ee ee 


1 


| Montréal, Québec 


Mr. Hélie was Vice-President and CFO of 
Donohue Inc. from 1994 to 2000. Before 
that (1982-1994) Mr. Hélie was Vice- 
President, Finance for La Société Générale 
de Financement du Québec (SGF), a 
Crown Corporation with diversified 
industrial holdings. Mr. Hélie graduated 
from Ecole des hautes études commer- 
ciales (Université de Montréal) and is 
a member of the Québec Order of 
Chartered Accountants. 


Gat Se eer se ania 


| Pierre Karl Péladeau” | 


| 


Vice-Chairman, Abitibi-Consolidated Inc., 
President and CEO of Quebecor inc., | 
President and CEO of Quebecor Media inc., | 
| Chairman of the Board, Nurun inc. and | 
Vice Chairman of Quebecor World Inc. 

and Sun Media Corporation, 


Montréal, Québec | 
Geeta Cte pia ee ER ONES reals geet 


Pierre Karl Péladeau was educated in 
Montreal and Paris. He pursued graduate 
studies in philosophy and law, earned 
a law degree from Université de Montréal, 
and is a member of the Quebec Bar. Mr. 
Péladeau sits on the Boards of numerous 
Quebecor companies and is active in 
many charitable and cultural organiza- 
tions. 
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BOARD OF DIRECTORS 


| 
| 


2000 


| ; 
| Charles-Albert Poissant, CM, FCA 


John A. Tory, Q.C. 


Corporate Director, 


] 
{ 
] 
Montréal, Québec | 


A member of the Order of Canada, 
Mr. Poissant is a chartered accountant, 
author and former Chairman and CEO of 
Donohue Inc. Prior to that, he was a mem- 
ber of the firm KPMG from 1947-1987. He 
was educated at Ecole des hautes études 
commerciales (Université de Montréal). 


L 


President, Thomson Investments Limited, 
Toronto, Ontario 


Called to the Bar in 1954 and 
appointed Queen's Counsel in 1965, 
Mr. Tory serves as director of a num- 
ber of Canadian corporations and 
non-profit. institutions, which include: 
The Thomson Corporation, Rogers Com- 
munications Inc. and the Canadian 
Phychiatric Research Foundation. 


David A. Ward, Q.C. 
Partner, Davies Ward Phillips & Vineberg, 


President & CEO, Abitibi-Consolidated Inc., 


Toronto, Ontario 


| 
_John W. Weaver 
| 


Montréal, Québec 


An international taxation lawyer and 
founding partner of Davies, Ward 
Phillips & Vineberg. Mr. Ward 
received a Bachelor of Commerce 
degree from Queen’s University and 
an LL.B. from Osgoode Hall Law School 
and has practiced in commercial, tax 
and related fields of law since 1958. 


With a PhD from the Institute of Paper 
Science and Technology (IPST) and 
nearly 30 years experience in this. in- 
dustry, Mr. Weaver applies his intricate 
knowledge to various industry Boards, 
including the IPST, FPAC (Forest Pro- 
ducts Association of Canada) and Pan 
Asia Paper Company. 


(1) Mr. Drouin and Mr. Péladeau assumed the positions of Chairman. and Vice-Chairman, 


respectively, on January 15, 2001. 


(2) Mr. Hélie became a Director on January 15, 2001. 
(3) Mr. Brookstone and Mr. Oberlander will retire from the Board in 2001. 


For the complete slate of 2001 nominees, please refer to the Company's 


Management Proxy Circular. 
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GLOSSARY 


Accretive — creating earnings per share or cash flow 
per share growth over and above existing operations. 
Alternative Offset™ -— high-brightness uncoated 
groundwood paper used for direct mail printing, cat- 
alogue inserts, technical manuals, financial printing 
and book printing. 

Capacity — budgeted tonnes produced per day multi- 
plied by available days, which include calendar days 
in the year less statutory holidays and downtime 
longer than twenty-four hours per machine. 

Coated paper — grades of paper to which a coating is 
applied, either on the paper machine or a subsequent 
process. 

Communication papers — a term used to describe those 
paper grades used by printers and publishers in their 
production of books, magazines, newspapers, etc. 
De-inking — a process of repulping waste paper ‘to 
remove inks and other non-fibre contaminants, pro- 
ducing clean fibre suitable for paper manufacturing 
(DIP). 

Directory papers — lightweight uncoated groundwood 
papers used for telephone and other directories and 
catalogues. 

Effluent — the liquid waste of industrial processing. 
Effluent treatment — Primary treatment: a process which 
removes suspended solids from effluent. Secondary 
treatment: a process which reduces the biochemical 
oxygen demand (BOD) and toxicity of effluent. 
Equal Offset™ -— a very bright, surface-enhanced 
groundwood offset that delivers “equal” opacity, 
brightness and caliper with exceptional savings when 
compared to standard offsets. 

FBM — foot board measure, being one square foot of 
lumber one inch thick. 

Fibre — the structural components of woody plants 
that are separated from each other during the pulp- 
ing operation in a pulp mill and reassembled into the 
form of a sheet during the papermaking process. 
Virgin fibre: wood fibre derived from trees not previ- 
ously processed into paper; 

Recycled fibre: fibre derived from old magazines 
(OMG) and old newsprint (ONP) collected to make 
and strengthen recycled paper products. 

Hectare — 259 hectares = 1 square mile, 1 hectare = 
2.471 acres or .01 square kilometers. 
High-brightness papers — uncoated groundwood paper 
with a brightness level higher than standard 
newsprint. 


International — refers to any geographical area outside of 
North America when used in reference to our markets. 
ISO — administered by the Geneva-based Interna- 
tional Organization for Standardization, the ISO 
document series defines high international standards 
of quality management systems in manufacturing 
and distribution. 

LWC (or light-weighted coated) — clay-coated ground- 
wood paper having a smooth finish and high opaci- 
ty, used primarily for catalogues, magazines and 
inserts. A higher-value grade that competes in the 
same end-use market as SC papers. 

MBf — millions of board feet. 

MF (or machine finished) offset — uncoated ground- 
wood paper that has had its surface properties 
improved while still on the paper machine, used pri- 
marily for “offset” printing. 

Mill net price — transaction price less delivery cost. 
Newsprint — a printing paper whose major use is in 
newspapers. It is made largely from groundwood or 
mechanical pulp reinforced to varying degrees by 
chemical pulp. 

Operating rate — the ratio of actual days of machine 
operation to the days available. 

Operating efficiency — the ratio of actual saleable 
tonnes manufactured to the maximum possible 
tonnes. 

Pulp — a fibrous material produced by mechanically 
or chemically reducing woody plants into their com- 
ponent parts for the production of paper products. 
Pulp can result from a variety of processes including 
cooking, refining, grinding or the processing and 
cleaning of waste paper. Pulp can be either in a wet 
or dry state. Types of pulp include: 

Chemical pulp: pulp obtained by cooking wood in 
solutions of various chemicals. The principal chemi- 
cal processes are sulphite and sulphate; 

CTMP: chemi-thermomechanical pulp, being pulp 
produced from wood chips using heated mechanical 
and chemical processes to break the bonds between 
the wood fibres; 


‘Groundwood: pulp produced mechanically by 


grinding logs on a stone; 

Kraft pulp: pulp produced by a process where the 
active cooking agent is a mixture of sodium hydrox- 
ide and sodium sulphide; 

Recycled pulp: pulp produced from de-inking old 
newspapers and old magazines; 
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Sulphite pulp: an acid pulp produced from chips 
reduced to their component parts by cooking them 
in a pressurized vessel using an acidic liquor. 
Sulphite pulp can be produced using various tech- 
niques to increase yield of pulp per tonne of raw 
fibre, to produce high-yield sulfite pulp (HYS) and 
high-yield sulphite pulp; 

TMP: thermomechanical pulp produced through a 
chemical-free process involving the mechanical 
refining of wood chips under high temperature and 
pressure. 

Pulpwood — logs used for making pulp, as opposed to 
those used for lumber (saw logs). 

Rotogravure paper — high smoothness uncoated 
groundwood paper, typically used for printing of cat- 
alogues and magazines. 

SC (or supercalendered) paper — clay-filled ground- 
wood paper (Mando Gloss, Abigloss) having a 
smooth finish and high opacity, used primarily for 
catalogues, magazines and inserts. SCA is a higher- 
value grade than SCB, which is higher than SCC. 
Soft-nip — a finishing process where the contact area 
between two rolls on a papermaking machine is used 
to make the paper smooth and glossy. 

Stumpage fee — the charge levied by certain provincial 
governments in Canada for trees cut on government 
land. 

Sustainable forestry — managing and using the forest 
to meet the various needs of today’s society, while 
maintaining the productive capacity of natural forest 
ecosystems and the biodiversity of the forest. 
Synergy — comparing actual costs to those of the ref- 
erence period (generally the first quarter of 2000 — the 
last full quarter immediately preceding the acquisi- 
tion of Donohue). 

Tonne (metric) — 1.1023 short tons (1 short ton equals 
2,000 pounds). » 

Uncoated freesheet — grades of paper made up of 
essentially all chemical pulp with no mechanical 
pulp and without any applied sheet-coating material. 
It is used for printing and writing purposes. 
Uncoated groundwood — a higher value grade of paper 
which has properties similar to newsprint and is used 
in printing papers for directories, catalogues, adver- 
tising circulars, periodicals, etc. 


INFORMATION 


SHAREHOLDER 


The common shares of Abitibi-Consolidated are listed on the Toronto Stock Exchange under the stock sym- 
bol “A.” The common shares are also listed on the New York Stock Exchange under the symbol “ABY.” The 
following information sets forth the high and low reported prices and trading volume of the common shares 
on both exchanges for the periods indicated. 


ME®) 
g Low“) Volume High® Low“ Volume | Volume 
(SCDN) # of shares ($CDN) # of shares # of shares 
Fiscal 2000 
First Quarter 19.95 11.05 89,382,299 13.69 7.75 16,835,100 
Second Quarter 17.75 13.60 116,433,189 11.88 9.25 10,502,400 
Third Quarter 17.00 13.50 71,406,726 11.44 9.19 7,406,400 
Fourth Quarter 14.15 10.60 145,308,085 9.38 7.00 12,831,200 
Fiscal 1999 ; 
First Quarter 15.05 11.65 45,622,659 55 ObmiaditObe) == O7550'503 9.94 7.63 3,684,500 
Second Quarter 18.20 12.90 66,674,483 AHS ed2:90) 281515538 12.38 8.69 20,724,400 
Third Quarter 20.55 16.60 43,195,667 20.50 16.70 8,074,966 13.81 11.13 14,446,900 
Fourth Quarter 18:40 15i25- 6 SD bi ,e0> 18.40 15.25 2,281,245 12.50 10.31 8,761,500 
Fiscal 1998 
First Quarter 21.90 18.18 40,302,300 21.80 18.30 12,328,805 15.25 12.85 14,731,600 
Second Quarter ZONE ZS 9926:570,300 Ppa Was She ay 7,243,406 15.38 13.27 6,447,700 
Third Quarter 18.38 14.00 26,196,600 18.33 1402 4,899,063 12.19 9.17 7,708,700 
Fourth Quarter 15.47 13.13 30,892,800 ASA Ae Sali 47a SA 10.04 8.52 6,667,500 


(1) As reported by the Toronto Stock Exchange. 
(2) As reported by the Montreal Stock Exchange. 
Pursuant to the restructuring of the Canadian Stock Exchanges, the Company's shares ceased trading on the ME, effective December 1, 1999. 
(3) As reported by the New York Stock Exchange. 
(4) Based on one or more 100 share lots. 


Stock Price Closing 
(dollar per share) 


Forward-looking Statements 

The Securities Litigation Reform Act of 1995 provides a “safe harbour” for forward-looking statements so long 
as those statements are identified as forward-looking and are accompanied by meaningful cautionary state- 
ments identifying important factors which could cause actual results to differ materially from those projected 
in the statements. This annual report contains forward-looking statements about future operations and expec- 
tations of the company and contains statements of the company’s belief, intentions and expectations about 
developments, results and events which will or may occur in the future, and are based on certain assumptions 
and analyses made by the company derived from its experience and perceptions. However, actual results and 
developments may vary materially from those described as they are subject to a number of risks and uncer- 
tainties, including general economic, market and business conditions, opportunities available to or pursued by 
the Company, changes in law and other factors, many of which are beyond the control of the Company. The 
Company disclaims any intention or obligation to update or revise any forward-looking statements, whether 
as a result of new information, future events or otherwise. 
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MEETING 


SHAREHOLDERS’ 


| 
| 


ANNUAL 


The annual meeting of Abitibi-Consolidated Inc. 
shareholders will be held at the Maxwell Cummings 
Auditorium, Montréal Museum of Fine Arts, 1379 
Sherbrooke Street West, on Thursday, April 26", 2001 
at 11:00 am. 


TRANSFER AGENTS AND REGISTRARS 

Computershare Trust Company of Canada 
Halifax, Montréal, Toronto, Winnipeg, Calgary, 
and Vancouver, Canada. 


Computershare Trust Company Inc. 
(Computershare USA) 
New York 


AUDITORS 
PricewaterhouseCoopers LLP 


INVESTOR RELATIONS CONTACTS 
John Chimienti 

Manager, Investor Relations 
(514) 394-2151 


Diane Langdon 
Analyst 
(514) 394-2317 


General Information: 
Abitibi-Consolidated Inc. 
Investor Relations 

1155 Metcalfe Street, Suite 800 
Montréal, Québec 

CANADA H3B 5H2 

e-mail: ir@abicon.com 
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ANNUAL INFORMATION FORM (Form 40-F) : 
The Company’s Annual Information Form (AIF) is 
filed with securities regulators in Canada and the 
United States. Under the Multi-Jurisdictional 
Disclosure System (MJDS) introduced in 1991, the 
Company’s AIF is filed in its Form 40-F with the U.S. 
regulatory authority, the Securities and Exchange 
Commission (SEC), in satisfaction of its annual fil- 
ing requirement. 


INTERIM REPORTS (Form 6-K) 

In 2001, the company will electronically file each of 
its interim quarterly reports with regulatory authori- 
ties in Canada and with the SEC in the United States 
in Form 6-K. Quarterly reports, conference calls, 
quarterly financial statements will be archived at 
www.abicon.com. 


PAPER CREDIT 

The Alternative Book Cream™ paper used to print 
this report is manufactured at Abitibi-Consolidated’s 
Fort Frances, Ontario mill. 


This report is printed in Canada on paper 
that is 100% recyclable. 


On peut _obtenir le présent rapport annuel en 
francais sur notre site Web ou bien sur demande. 


Design: Grapheme Communication-Design Photography (cover: Nicolas Morin, inside pages: Yves Beaulieu) Printing: Transcontinental - Litho Acme 


www.abicon.com 


Copies of our annual report, annual information form, management proxy circular, interim reports, 
news releases and audio broadcasts of analyst conference calls are available at our website. 
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